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A Banker’s Diary 


Mid-January—Mid-February 


FOLLOWING upon the Banque de France’s decision to 
accept standard gold, which became operative upon 
, January 16, there was a large outflow of 
gh Bor eg gold to France, ~~ in addition to the 
Bin weekly supply of Cape gold, between 
January 16 and January 28 no less than £7,000,000 
was withdrawn from the Bank. As this efflux proceeded, 
it became “a ‘ar that special steps would have to be taken 
to check it, especially as the American exchange was 
also so why as to hold out the threat of gold shipments to 
New York. The choice before the Bank of England lay 
between that of an increase in its discount rate and the 
resort to a vigorous open market policy. On January 2 
it became known that the Bank proposed to adopt the 
latter alternative, and also that it was desirable to 
establish a market discount rate of at least 24% per cent. 
During the next fortnight the Bank sold bills steadily 
in the open market, and at once accentuated the pre- 
vailing monetary stringency and raised the discount rate 


finally to over 23 per cent. 


It may be said at once that while at the outset it 
appeared unlikely that this application of the hidden 
hand would be sufficient to check the gold 

The Hidden outflow, so far it has proved eminently 
Hand successful. The new market discount rates 

of 234% and 24 per cent. proved sufficient to 

attract French and American money, and the exchanges 
quickly responded. By January 28 the Paris rate had 
risen above the gold point, and during the remainder 
of the period under review no gold was withdrawn from 
the Bank for Paris. By the middle of February the 
New York exchange had improved to $4:86, which is 
comfortably above the export gold point. The main 
danger, however, has been internal. Money is always 
inclined to be stringent at the present time of year, when 
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heavy revenue collections are being made, and the Bank 
had to be careful that its sales of bills did not make 
money so tight as to force the market into the Bank. It 
must be remembered that while the market usually 
borrows from the Bank to meet a sudden and passing 
need, the money so borrowed remains out of the Bank 
for a week, during which time the market can use it to 
buy bills and so depress discount rates. Thus the Bank’s 
task was to keep the market “ on its door-step,” but to 
prevent it from actually coming inside, and in fact by 
the second week of February it was found that conditions 
had become too stringent, and in order to relieve the 
pressure the Bank had temporarily to reverse its policy 
and to buy bills. 


THE operations of the Bank of England proved so 
successful as to pull the Paris exchange up from the gold 
export point of Frs. 123-89 to as high 

The Foreign as Frs. 124. This last rate, however, was 
Exchanges only held for a short time, and by the 
middle of February the exchange had 

slipped back a trifle, after several erratic fluctuations. 
It must be emphasized that sterling still has very low 
powers of resistance against the franc, as is made clear 
by the fact that three months’ forward francs have been 
at premium as high as 20 centimes, which brings the 
actual forward rate to below the export gold point. 
There is no doubt that once discount rates in London 
are allowed to slide, the flow of French money to London 
will be checked, and the spot exchange rate will imme- 
diately fall to the gold point. The outlook for the dollar 
rate at that time appeared more hopeful. It is true that 
the rate of $4-86 quoted in a previous paragraph was 
not fully held, but there was then a stronger under-tone 
to sterling. The pound also gained ground against 
several important Continental currencies. Thus, com- 
paring January 15 and February 12, the Amsterdam 
rate rose from Fl. 12-06? to Fl. 12-104, and the Berlin 
rate from Mks. 20-42? to Mks. 20-44} (or to above 
parity), while the Swiss rate remained steady at the 
fairly satisfactory level of Frs. 25-18}. Unfortunately, 
untoward political developments led to a general reaction 
in sterling, and it is clear that it is just as essential to 

x 
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maintain the national credit at Westminster as high 
discount rates in Lombard Street. 


THE January averages of the ten clearing banks reflect, 
when compared with those of December, mainly the 
re-establishment of more normal conditions 
The Clearing after the end-year preparations for balance- 
Bank sheet purposes. It must be remembered, 
Averages however, that it took the market until 
January 9g to repay to the Bank the 
money borrowed over the end of the year, and so the 
January averages themselves are slightly distorted. Even 
so, cash has fallen from {207-5 to {197-7 millions, and 
the ratio of cash to deposits from I1-I to 10-5 per cent. 
Apart from this disturbance, the January returns show 
that money is still one of the victims of unemployment. 
Deposits themselves are a trifle lower at £1,873-3 millions, 
but advances and acceptances have both registered 
further declines, the former from {928-7 to {923-9 
millions and the latter from {117-5 to £115-o0 millions. 
As a result of the contraction in cash and advances, the 
banks have had to add once more to their holdings of 
bills and investments. Bills have risen from £321-5 to 
£329:7 millions, and if this movement continues, it will 
make it more difficult for discount rates to be main- 
tained, especially as Treasury Bills are at present being 
redeemed in substantial quantities every week. Invest- 
ments have increased from {284-7 to {296-9 millions. 
This steady purchase of Government long-term securities 
by the banks is undoubtedly an important factor in the 
stability of the gilt-edged markets, and this qualifies to 
some extent Mr. Snowden’s claim that British credit 
remains at a high level, notwithstanding the parlous 
state of the national finances. 


As was inevitable, in the field of foreign trade the year 
has started badly. Imports at {75-6 millions have 
fallen by {14-1 millions since December 

aon y and by £26-3 millions since January, 1930. 
Trade Exports of British goods were only £37-6 
millions, and while they were only {0-9 

millions less than in December, they have declined by 
{20-7 millions, or 35:6 per cent. since January, 1930, 
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Re-exports were {6-0 millions. These show a fractional 
increase of {0-8 millions over December, but have fallen 
by {2-1 millions since January of last year. It is true 
that last January was an abnormal month, for in many 
industries it included holiday and stock-taking periods, 
and it also witnessed labour disputes in the coal and 
cotton trades. Still even after due allowance is made 
for these adverse factors, our overseas trade has so far 
given little evidence of an improvement, and even after 
giving full weight to the intervening fall in prices, the 
comparison with January, 1930, leads to very lamentable 
conclusions. 


THE second interim report of the Gold Delegation of the 
Financial Committee of the League of Nations bears 
evidence of very careful writing. In one 
The Gold Sense it is a colourless and disappointing 
Delegation’s document. It admits that the calculations 
Second contained in the previous report were 
Report based upon data relating to the end of 
1928 or before the recent heavy fall in 
wholesale prices, and it concedes that its estimate of the 
degree of inadequacy of the world’s existing and potential 
gold stocks might need modification in view of the 
relatively low price-level in existence to-day. Nor does 
it discuss in concrete terms the nature and causes of the 
present maldistribution of world gold stocks, and it is 
difficult to escape the conclusion that this omission was 
deliberate. It does, however, contain a very lucid 
account of the workings of the gold standard, both 
under pre-war and modern conditions, and it also makes 
detailed recommendations regarding monetary and central 
banking policy, though these again are couched in very 
general terms. Among them may be mentioned its 
advocacy of the need for giving central banks greater 
freedom of action, and in particular of modifying the 
present rigid legal stipulations which force many central 
banks to maintain minimum ratios of reserves to notes 
or sight liabilities. These ratios, in the opinion of the 
Delegation, are fixed at too high a level, and as a result 
prevent the free operation of the gold standard. It 
has many pertinent remarks to make upon the gold 
exchange standard, and upon certain abuses of it that 
x 2 
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have been revealed by experience. It also discusses the 
duties of lending and borrowing countries, insisting that 
the latter must see that their productive development 
keeps pace with the growth in their foreign indebtedness, 
and urging upon the former that their two main functions 
are the maintenance of a steady flow of capital and credit 
and the restriction of their loans to productive purposes. 
It states that the successful operation of the gold standard 
requires the free movement of capital and goods, and 
somewhat controversially adds that adherence to an inter- 
national monetary standard at once implies and necessi- 
tates adherence to an international economic system. 
The practical section of the report concludes with a 
commendation of the value and necessity of central 
banks being able and willing to conduct open-market 
operations in a free and developed money market. 


M. Moret, in his first annual report to the shareholders 
of the Banque de France, had a difficult task to perform, 
and on the whole he did it well. He had to 

M. Moret discuss the influx of gold into France and 
and Gold the means taken to stop it, without either 
offending French susceptibilities on the one 

hand, or saying anything on the other hand which could 
be seized upon as a denial of the well-known desire of 
the Banque de France to co-operate with other central 
banks. His eulogy of the soundness and stability of 
the franc as a medium for investment was a little un- 
fortunate in coinciding with the refusal of the French 
Government to compensate the British holders of the 
franc loans issued in London during the war, for if one 
thing is clear, it is that it will be a long time before 
another franc loan can be floated in London. He gave, 
however, a very cordial welcome to the establishment of 
the Bank for International Settlements, especially because 
it provided central bank governors with welcome oppor- 
tunities for regular and fruitful meetings, and he also 
explained what the Banque de France had done in order 
to discourage gold imports and to develop the Paris 
money market. It is impossible to escape the impression, 
however, that the Banque de France’s powers in this last 
direction are very circumscribed and that M. Moret 
knows it. His explanation of the gold influx—‘ French 
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banks in order to meet demands for francs from their 
customers were naturally induced to call home a portion 
of their not very remunerative foreign balances rather 
than resort to the rediscounting facilities of the Banque 
de France ’’—is far from convincing, and his admission 
that a large number of the fresh notes issued against the 
gold imported last November and December had not 
passed into active circulation, but had been hoarded, is 
somewhat significant. It is difficult to see how the 
Banque de France can exercise an effective control until 
it is given power to buy and sell bills in the open market 
or to mobilize Treasury balances, and of that there is at 
present no sign. 


Bankers and the Trade Depression 


HE trade depression, with its causes and con- 
sequences, provided the bank chairmen this year 
with a rich, if somewhat mournful, quarry for the 
raw material of their speeches. Sir Josiah Stamp, in a 
recent address to the Eighty Club, delivered himself of 
an obiter dictum to the effect that he could name no less 
than eighteen causes of the trade depression, and a 
similar, if perhaps more circumscribed, diversity can be 
detected in the passages of the bank chairmen’s speeches 
reproduced on the following pages. Yet, running 
throughout, there are certain definite traces of thought 
which are common to all. All agree that national economy 
is one of the most urgent needs of the day. All, with 
the single exception of Mr. McKenna, reject the theory 
that any gold shortage or maldistribution is at the root 
of our troubles. Most, if not all, call attention to the 
failure of wages and other production costs to respond 
to the recent fall in wholesale prices, and condemn the 
rigidity and immobility of labour. Finally, most are 
inclined to preach the virtues of thrift and to condemn 
by implication Mr. Keynes’ recent advocacy of expen- 
diture ; though here Mr. McKenna takes a more balanced 
view, which causes him to occupy a position halfway 
between Mr. Keynes and his (Mr. McKenna’s) confréres 
in the City. 
The passages from Mr. Goodenough’s address to 
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Barclays Bank shareholders, cited below, are a typical 
example of the bankers’ current train of thought :— 


The existing depression can be attributed to many causes, some 
of which are purely domestic and relate exclusively to this country, 
while others are of an international character. 

On the domestic side, apart from questions of reorganization, the 
more important factors seem to be the immobility of labour and 
the lack of flexibility in wages and in retail prices. A study of the 
industrial history of this country seems to show that there has always 
been an ebb and flow of industries of varying character, and that 
while some industries have declined others have been growing up 
to take their place. This has perhaps occurred to a greater extent 
in recent years than during any previous period, but while certain 
of the newer industries are making substantial progress they are not 
developing sufficiently rapidly to counteract the decline which is taking 
place in many of the more important older industries. 

The difficulties experienced in the transfer of labour, not only 
from one part of the country to another but also from one industry 
to another, have certainly been contributory causes in retarding 
growth in the newer industries. The housing shortage, trade union 
restrictions, and unemployment insurance have all tended to make 
labour less mobile. 

In a later passage Mr. Goodenough said :— 

During a period of falling prices the rigidity of wage rates, the 
difficulty of reducing overhead charges, and the undue delay in 
adjusting retail prices to a lower level all tend to accentuate depression, 
particularly in a country such as Great Britain, which is largely 
dependent on her overseas trade. In my view, the removal of these 
difficulties is vital, for it is a mistake to feel that any change in our 
currency and credit policy will produce prosperity. The Government 
can help in various ways. They can set an example of drastic economy 
and they can deal with certain other matters which are hampering 
trade, such as the undesirable features of the unemployment insurance 
scheme which I have mentioned. The fact remains, however, that, 
to a very considerable extent, the solution of industrial problems 
lies with industry itself—with employers and employees. 


Finally, Mr. Goodenough gave his reasons for re- 
jecting the idea that the correct application of 
monetary theory provided the cure to the world’s present 
troubles. He said :— 


Before the war the gold standard worked more or less automatically, 
whereas to-day there is a danger of its becoming largely a matter 
of management. In existing circumstances, co-operation between 
the Central Banks is essential, but, in my opinion, the permanent 
substitution of co-operation for the automatic working of the gold 
standard might result in great difficulties. It is clear that in times of 
real emergency the natural tendency would be for Central Banks 
to safeguard their own immediate interests and those of the people 
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they represent, and it would, therefore, be much safer to rely, as 
far as possible, upon the automatic action of the exchanges and of the 
laws of supply and demand, and upon the use of the Bank rate, which 
leaves greater freedom to each individual people, than to depend upon 
the theory of controlling prices through some arbitrary regulation 
of output or by the contraction or expansion of credit, both of which 
need world co-operation. 

There has, I think, been a considerable change of view in regard 
to these theories, and I have little doubt that it is safer to rely upon 
the flexibility which free markets would afford than to aim at a 
more or less rigid control of credit and of human activity and 
endeavour. It should be realized that if, through the operation of 
tariff restrictions, purchases from abroad are not made, then the 
countries refusing to buy will, in the long run, be equally unable to 
sell. Until this important fact is more fully appreciated, international 
trade will never be healthy, and to the extent that co-operation prevents 
the settlement of debt by natural means it cannot be for the good 
of the world. 


Mr. Beaumont Pease, in the latter portion of his 
speech to Lloyds Bank shareholders, took much the same 
view. ‘“‘ The constant reiteration of the cry ‘ more gold, 
more gold,’’”’ he declared, “ effects no faith cure in my 
unbelieving mind . . . if men were prepared to trade and 
to make purchases there is no lack of banking credit 
with which to make the necessary payments.” He 
concluded with an advocacy of the old “ humdrum 
virtues of patience and economy.” 

Mr. Pease’s main task, however, was to explain the 
reduction in Lloyds Bank’s dividend, and he adopted 
much the same standpoint as that of the BANKER a 
month ago. He said :— 


Having declared profits of £2,100,000, the point of special interest 
to shareholders naturally is why did we not declare the usual dividend. 
The answer very simply is that in our opinion the normal banking 
profits for the year did not warrant it. It is true that this was com- 
pensated by large abnormal profits resulting from the sale of invest- 
ments. It is true also that by having greater recourse to our internal 
reserves, which may be legitimately used in an ordinary way, either 
for meeting bad debts or for the equalization of dividends, we could 
have shown a higher profit figure for the year. Undoubtedly, if we had 
been clear that 1930 was an isolated instance and that the results 
for 1931 would be of a more normal character, we probably should 
have recommended the usual dividend. But after taking all the 
circumstances into the most careful consideration, we came to the 
conclusion that it would be more in conformity with the prudence 
and prestige of English banking, of which you shareholders are as 
proud as anyone, and for which you have every reason to be grateful, 
if we placed the whole of the profits arising from the sales of invest- 
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ments to our interna] reserves. I quite agree that there is room for 
more than one opinion on this subject. and I shall anticipate the 
possible expression of some of these by alluding to them. 

In the first place it is not unnatural for anyone to argue that in 
past years we have built up these substantial internal reserves for 
the very purpose of meeting abnormal conditions if and when they 
arise, and probably we should have so used them if we had been 
confident that these conditions would not still continue. But without 
that clear expectation, would it have been wise to contemplate further 
inroads for the current year on our inner resources? We wish above 
all things to be strong and to have increasing and not diminishing 
strength on which to lean in years to come. One of our leading organs 
of public opinion stated recently: ‘‘ Everything points to the 
probability that 1931 will be a year of grave economic difficulties.” 
If we have erred in this respect, though we think not, we have erred 
on the safe side, and we believe our decision is one for which in future 
years our shareholders will thank us. As a commentator recently 
said with true wisdom, ‘“‘ Many companies have been the worse for 
paying too high dividends; none have ever been the worse for paying 
too little.” 

You must remember, too, that what we have withheld from you 
this year is not lost. It is still in the business, capable of earning 
fresh profits, and is as much your property as if it were in your pockets, 
and perhaps may remain your property longer than if it had been 
actually distributed to you. 

Then further it may be argued against our decision that it was 
undesirable when there was so much in industry and finance of a 
depressing nature, to add to the depression by reducing the dividend 
on a class of share, the return on which had come to be regarded as 
irreducible and immune from the troubles which vex others less 
fortunate. This argument is based on a misconception. It is true 
that bank shares have gained a stability and have maintained a regular 
rate of dividend through good times and bad, which gives some 
superficial colour to such a contention, but only because of the exercise 
of that same prudence in the past which I am commending to you 
for your acceptance now. The prosperity of banking business is 
dependent on the prosperity of business generally, and it has no 
sacred charm, other than past prudence, which can make it invulnerable 
to the attacks of poor trading conditions. 


Mr. McKenna this year felt himself to be free from 
the self-denying ordinance imposed upon him a year ago 
by the membership of the Macmillan Committee, and 
was able to touch upon two most interesting points in 
his address to the Midland Bank shareholders. The first 
was the vexed question of thrift versus expenditure, and 
as the following passage shows he definitely took a middle 
course. He said :— 


So far the failure to use money has been attributed to a widespread 
feeling of depression. The non-use of money, however, need not always 
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arise from this cause alone; it may be at times the consequence of 
excessive saving. It has long been the custom to give an unqualified 
blessing to thrift, mainly on the grounds of personal discipline and the 
due recognition of responsibilities. Whatever blessings thrift may 
confer, however, on the individual, there are times when, judged by 
the interests of general economic welfare, it may be carried to excess. 
To realize the truth of this statement it is only necessary to consider 
the two extreme suppositions in which, first, everyone saves all his 
income beyond the amount necessary to keep body and soul together, 
and, next, nothing is saved, but the whole of all money expended is 
devoted to consumption. In the first case it is obvious that the greater 
part of industry would rapidly run down and cease operations for 
lack of customers for its output, while, in the second, plant and 
machinery and public and private equipment would ultimately break 
down for want of proper maintenance and renewal. Somewhere 
between these two extremes lies the point of maximum advantage, 
which may be roughly defined as the amount of saving necessary to 
meet all demands for capital which can be profitably employed. The 
subject is worth mentioning because there are indications that in the 
United States the expenditure of the American people on consumption 
is less than is required to keep the existing business organization going, 
and below what their earnings would justify. 


Later in his speech Mr. McKenna dealt more closely 
with the causes of the trade depression :— 


In a very real sense the crisis is one of under-consumption, having 
its roots in a continuous downward movement of the price level. 
Until sufficient confidence has returned to stimulate buying, stocks 
of goods are not likely to dwindle, nor production to increase. And 
a marked revival of confidence is unlikely until prices show a tendency 
to harden. We shall see an end to the growth of unemployment and 
business losses when the recent trend of prices is arrested and reversed. 

Summarizing the situation in all its aspects, 1 would ascribe the 
economic troubles of the world to three main causes, all of which, 
unfortunately, are in operation at the same time. First, we are 
suffering from maldistribution of gold due to the relative inability 
or unwillingness of creditor countries to lend to debtor countries. 
Secondly, the public has not yet recovered from the reaction from 
the American stock market collapse. And, thirdly, we are still feeling 
the effects of the long period of deflation in this country. 

In this situation it may be asked : From what direction can recovery 
be expected? Low money rates, which provide an inducement to 
the long-term investment of accumulated bank deposits, will naturally 
help to stimulate industrial activity. The United States and France 
would seem to be realizing more clearly the necessity of lending 
abroad on a large and continuous scale if international equilibrium 
is to be restored and maintained. Further, the policy of deflation, 
in the sense of periodic reductions of money supplies, has probably 
been abandoned in this country. It is earnestly to be hoped that 
under the combined influence of these factors the state of public 
sentiment will gradually improve. 
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If monetary policy can do little in present circumstances to 
stimulate recovery by positive action, it can at any rate preserve 
conditions favourable to recovery by keeping money plentiful and 
cheap. The question arises whether catastrophes as bad as the 
present one might not be altogether avoided. True, a central bank 
in a creditor country cannot directly regulate the volume of external 
lending, but it can stimulate it by keeping internal money rates low; 
and, though a central bank has no direct influence over public 
psychology, we must remember that a depressed state of mind is 
initially a resultant of bad trade before becoming a cause of its 
continuance. There remain for consideration possible ways and 
means by which the central bank may be able to regulate the use 
of money. 

The difficulties of monetary policy with which we are now faced 
are, then, not wholly international, nor, on the other hand, can they 
be overcome entirely by individual central banks. Obviously, the 
problem of the use of the world’s gold supplies is international in 
character, and can be dealt with only by co-operation among central 
banks, There is already evidence of a general willingness to co-operate, 
but no indication yet of continuous common action based upon an 
agreed policy. The first essential must be a full recognition of the 
imperative need of a steady general level of commodity prices. 
Trade cannot prosper while the world’s monetary units are subject 
to such wide variations in purchasing power as we have witnessed 
in recent years. When this fact has been realized, and the common 
policy of central banks has been translated into action, we may 
anticipate much more rapid progress in the field of monetary policy 
and a nearer approach to the time when we can regard our monetary 
system as fully abreast of our productive organization. 


Here again, Mr. McKenna on the whole adopted a 
middle course between his colleagues in the City and 
authorities such as Sir Henry Strakosch, who regard gold 
as the main cause of the world’s troubles. In short, 
Mr. McKenna, as usual, took a very definite line of his own. 

Sir Harry Goschen, at the National Provincial Bank, 
adhered to the more orthodox City view. He rejected 
the gold theory, and declared roundly that the fall in 
commodity prices from the high level of 1920 was “‘ the 
natural sequence of production having overtaken con- 
sumption after post-war conditions had exhausted their 
influence.”” In the concluding passages of his speech he 
took a hopeful view of the future and made several 
constructive suggestions. He said :— 

If, however, we are to take advantage of this more favourable 
position, certain essentials must, to my mind, be complied with. 
Difficult as it may be in view of our past experience, we must banish 


from our minds that feeling of depression which is all too prevalent 
at the present time, Our industries, however, must be given a fair 
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and equal chance to compete with other nations. It is unfortunate 
that our fiscal policy is subject to party discussions and politics, but 
we must take things as they are, and now that it has been widely 
recognized that universal free trade is an unattainable ideal, I feel 
bound to say that my personal opinion is that some measure of 
protection should and must be extended to our trade, and that at an 
early date. 

Another essential, to my mind, is the exercise of the strictest 
economy in all Government and municipal expenditure. We simply 
cannot afford at the present moment costly and unremunerative 
schemes of social legislation, however worthy in themselves, and 
every effort must be made to reduce the crushing burden of taxation 
which harasses our industry, impairs our spending, depletes our 
resources, and saps our energies and enterprise. Finally, and most 
important of all, there must be co-operation between employers 
and employed whereby costs of production may be reduced. A 
reduction in wages is a hard road to travel—the road to success 
always is—but I feel some move in this direction is inevitable. I 
quite agree that operatives have a right to expect that there should 
be the utmost efficiency in machinery and in administration, as well 
as in organization and in marketing, but when it comes to the point 
whether the undertaking must be closed down and abandoned (for 
no one’s purse is long enough to carry on a business indefinitely at 
a loss) or, as the only alternative, that expenses must be reduced, 
I cannot believe that labour will refuse to shoulder its share of the 
burden. It is not only a hope but definitely a certainty that increased 
business would in time bring its recompense to all concerned. 


Apart from a somewhat neutral statement by Mr. 
Goodenough, Sir Harry Goschen was the only banker to 
call for a change in fiscal policy. His other two construc- 
tive proposals were those of rigid national economy and 
a reduction of production costs, including wages. When 
the three are taken together, whatever their intrinsic 
merits, the practical difficulties in the way of their 
realization appear considerable. 

Mr. Beckett’s maiden address to the shareholders of 
the Westminster Bank was well up to the high standard 
set by his predecessors. In some ways his analysis of 
the depression was the most penetrating of all. He 
began by describing the crisis, not as a gold or credit 
crisis, but as a “ barter”’ crisis. He said :— 

The majority of the population of the world are producers of the 
primary commodities—foodstuffs, minerals, animal products such as 
wool, and vegetable products such as cotton and rubber. In almost 
all of these, Nature has yielded a series of bumper harvests and 
gatherings, with the natural consequences of a plethora of supplies 
and constantly falling prices. Now, international trade is funda- 
mentally an interchange of raw materials and manufactured products. 
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It follows, then, that the quantity of the latter which the primary 
producing countries are able to take from the manufacturing countries 
will depend upon the relative cheapness or dearness of the two classes 
of goods. Between the raw material and the finished product, there 
are numerous preparatory and finishing processes, at each stage of 
which production costs of all kinds have to be added. When a violent 
fall occurs (as it now has) in the value of the raw material, because 
these intermediate costs cannot be reduced simultaneously, their 
weight becomes disproportionate, and the price of the finished product 
is thrown completely out of harmony with that of its basic constituent. 
The primary producer is thus unable to take in exchange for his com- 
modity as large a quantity of manufactured goods as that to which 
he has been accustomed—to the impoverishment of himself and the 
manufacturer alike. This disequilibrium is a feature of all abrupt 
price movements, but its seriousness for the British industrialist is 
aggravated at the present time by the already swollen expenses which 
he has to meet, and much of which it is not in his power to alleviate. 
For a number of reasons, our manufacturing costs are substantially 
higher than those of our competitors. If we are to sell our goods to 
the primary producers of the world, it is of urgent necessity to explore 
every possible avenue of economy and to put into immediate operation 
every means this search may reveal of reducing our costs. 


From this Mr. Beckett easily proceeded to show that 
the main question to be dealt with today was the gap 
between wholesale and retail prices. 


If, he said, we can find the answer to this question, we shall have 
struck a blow at the deepest roots of our present trouble. For unless 
retail prices and the cost of living can be reduced, there is grave danger 
that every attempt at readjustment of nominal wages will meet with 
resistance, and that the country will be plunged into a series of for- 
midable industrial disputes which would provide an incalculable 
aggravation of the handicaps under which we are already suffering. 
Wage reductions alone, especially in the transport and distributive 
industries, would lead to some reduction in retail prices, but workers 
are quite naturally suspicious that such reduction of prices would 
probably be disproportionate to their own sacrifices. There is a 
strong case, therefore, for a sweeping investigation of all the causes 
contributing to the maintenance of the big gap between wholesale 
and retail prices, and also of the possibility of removing all obstacles 
which stand in the way of their closer relationship. Until this matter 
is taken in hand the necessary correlation of earnings with productivity 
cannot be expected to proceed smoothly. 

In the same connection there are two other main difficulties. 
Wages, although usually the predominant item, are by no means the 
only one on the sheet of production costs, and workers will submit to 
sacrifices willingly only when convinced that they are to be common 
among all parties concerned. It can hardly be denied that in many 
industries a lack of the required degree of managerial efficiency, a 
reluctance to jettison obsolete methods and machinery, and a 
parochiality which obstructs the formation of larger and more efficient 
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units of production, are contributing substantially today towards 
keeping manufacturing costs at a swollen figure. The process of 
recovery is retarded by the worker who resists the introduction of 
labour-saving machinery or methods, and equally by the employer 
whose own industry is not as efficient and up to date as its counterpart 
in other countries and who fails to pursue resolutely every method for 
making it so. 

Nothing, therefore, could be less helpful than merely to say that 
wages must come down, without considering the essential conditions: 
involved and realizing that every section, from the shareholder, 
through the management, down to the unskilled worker, must be brought 
under the application of the principle of adjusting earnings to their 
proper economic relationship with today’s value of the services 


performed. 

The meaning of this is quite plain. It is not sectional sacrifices 
but a co-operative effort of the whole nation that is required ; and the 
best that one can hope of 1931 is that this fact will be fully appreciated 
by the country and will result, in the first place, in bringing together 
the leaders of our industrial life, employers and employees, in a 
common determination to produce an economic reorganization and 
readjustment which shall be both fair to all parties and effective in 
operation. By this means alone can we hope to restore prosperity to 
Britain, and to maintain our position in the van of industrial progress. 


Mr. Beckett’s recognition of the difficulties of reducing 
money wages and of the need for making the sacrifices 
entailed common to all ranks of society is in many ways 
the most outstanding contribution of all those made by 
the bankers towards the solution of our present-day 
problems. It also reveals a “ humanity ”’ which will go 
a long way to convince those affected of the need for 
sacrifices. It is necessary to realize that the average 
worker does not understand percentages, whether applied 
to wages or the cost of living; that, in Mr. Beckett’s own 
words, “‘ workers are quite naturally suspicious that such 
reduction of prices would probably be disproportionate 
to their own sacrifices’’; and that there is a genuine 
belief that the campaign in favour of public and private 
economy is in reality designed to relieve the rich at the 
expense of the poor. In calling attention to these factors 
Mr. Beckett has performed a far more useful service 
than if he had confined himself to a barren and negative 
plea for economy. 

This completes the survey of the annual addresses of 
the chairmen of the “ Big Five’’ banks. The Lancashire 
bankers, however, always make an important con- 
tribution to the year’s series of bank speeches, and their 
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observations this year gain in interest from the unhappy 
plight of the cotton industry. At the District Bank 
meeting, Sir Christopher Needham gave a straight- 
forward explanation of the difficulties of the industry. 
He said :— 


Lancashire exports its products to all parts of the world, and 
quickly reacts to adverse conditions in overseas markets. In India 
political unrest and the increase in tariffs were serious factors against 
our trade, and India, in common with other countries, suffered from 
@ heavy fall in the value of her products, resulting in reduced buying 
power. Lancashire has had for long years so many links with India 
that everyone must hope that the outcome of the Round Table 
Conference will be to the mutual advantage of both countries. Trade 
with China has been much hampered through the unsettled condition 
of the country and the collapse in the price of silver. There has been 
continued serious competition from other countries exporting cotton 
goods. 


The following passages in his speech were also 
extremely timely :— 


There has, indeed, been no lack of investigation into the organiza- 
tion of the cotton trade during the last two years, and a great deal 
of valuable information is now available, and although there have 
been no actual developments since the publication of the report, a 
good deal of discussion is taking place in the various sections of the 
industry with the object of improving its organization so that it may 
be placed on a competitive basis, the urgency of which is imperative. 

Changes of methods of production are bound to come, and in this 
connection it is disappointing to note the difficulty of introducing the 
system of more looms to the weaver. The present stoppage, coming 
on top of the depression, is disastrous. In addition to the losses to 
those directly and indirectly affected, there is the grave danger of 
trade being diverted to other countries, a diversion which may 
become permanent. 


Mr. Paton’s views on the cotton industry, as expressed 
to the shareholders of Martins Bank, ran in much the 
same strain :— 


If Lancashire is to hold her export cloth trade, manufacturers must 
be able to put it on the neutral markets at competitive prices. This 
can only be effected by reduction of costs. Our manufacturers, 
however, cannot escape the increased taxation imposed upon them, 
nor have they the advantage of the cheaper labour, the long hours, 
and the lower standard of living of the foreign worker. 

The closing down of redundant mills (either by liquidation or by 
voluntary arrangement) is likely to continue. Further amalgamations 
will take place, but it matters little whether the excessive competition 
for business is between combines or individuals if orders are accepted 
at less than cost; in addition, schemes of arrangement will tend to 
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increase the number of weak sellers and prevent the concerns which 
still show a measure of liquidity from securing a profit. 


Mr. Paton also had some valuable comments to make 
upon the general situation :— 


It has been interesting during the past year to note the varying 
reasons given by economists for the present depressed condition of 
trade. Within the last few days we have all been advised to spend 
more as a means to recovery. While this might reasonably be expected 
to stimulate our internal trade temporarily, I cannot see that the orgy 
of spending during the past ten years has helped to maintain our 
export trade on which we so vitally depend. Walter Bagehot took 
the view that “ wealth which creates wealth is augmented mainly by 
our not enjoying our incomes,” and further says: ‘‘ The principal 
way in which capital increases in England is by abstinence from 
enjoyment.” 

Again, we have been assured that the sterilization of gold is the 
cause of reduced credits with the consequent decrease of purchasing 
power. The importance of the gold factor cannot be denied. I think 
there is no doubt that the concentration of gold in two large financial 
centres and its being kept passive there, instead of being used as a 
basis for currency or credit issues, tends to reduce the price of primary 
products and must have its effect on the international flow of exports. 

The economist who stated recently that, if pressed, he could name 
eighteen other causes was not altogether exaggerating the case. In 
a multiplicity of counsellors there is much perplexity. 


Thus while Mr. Paton was more inclined than were 
other bankers to look to the gold question as being 
responsible for the world’s troubles, he by no means 
regarded it as being the only cause. 

Mr. Dewhurst, in his address to Williams Deacon’s 
Bank shareholders, courageously dealt with some possible 
reactions of the Indian Round Table Conference and its 
outcome upon the Lancashire cotton industry. His 
salient points were :— 

In view of these activities and the vast importance of our mutual 
trade, one would have appreciated some more definite pronouncement 
at the Round Table Conference in London as to future safeguards. 

Last March the import duty into India on all cotton piece goods 
was raised from 11 per cent. to 15 per cent., with an additional 
protective duty of 5 per cent. for three years on non-British goods ; 
but a later amendment withdrew this discrimination as regards plain 
grey goods, while maintaining the preference of 5 per cent. as regards 
bleached, printed and coloured goods of British make. The political 
situation, however, has hardly permitted any definite conclusion 
as to the effect of these duties. 


With equal courage, he raised the question of the fall 
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in the price of silver, and called for the reconsideration 
of monetary policy. 

Evidence appears of a certain improvement in the internal 
conditions prevailing in China, but unfortunately the continued fall 
in the price of silver to a record low level has accentuated Exchange 
difficulties, and exports to that market from this country have been 
still further handicapped. Bearing in mind that silver is the standard 
of value for millions of our customers in Eastern markets, it would 
seem that our monetary policy in this direction during the last ten 
years, as exemplified in the debasement of our silver coinage and 
the placing of heavy duties on silver imported into India, needs fresh 
consideration and possibly revisicn. 


Finally he added his contribution to the general call 
for economy :— 

The effect of this world-wide slump in values has fallen on this 
country, where industry is already taxed to its limit, with exceptional 
severity, and the trade returns for both imports and exports show 
serious declines, whilst the figures of unemployment have mounted 
in an alarming fashion. 

In the meantime, Parliament continues to propose measures 
involving large fresh liabilities, quite regardless of whether the nation 
can afford it or is getting value for its expenditure. Surely, if the 
Geddes Committee fulfilled a useful function in the period immediately 
following the war, such a body, armed with plenary powers, is a 
vital necessity now, to insist on drastic economy in the conduct of 
national and municipal affairs. We have freely given our expert 
advice upon such matters to our Dominion friends, and might, with 
advantage to ourselves, adopt the principles we have recommended. 


So once more the bankers have spoken, and it remains 
to determine the impression their words have left behind 
them. The main note, as already pointed out, is one of 
diversity, but it is not wholly a bad thing that the 
country should understand that there is no single or 
speedy road of escape from its troubles. The negative 
attitude that they have adopted towards the gold 
question will, no doubt, arouse opposition from the 
advocates of the importance of this problem, and Sir 
Henry Strakosch has already placed it upon record that 
in his opinion over-production cannot account for a 
general fall in prices, but only for a fall in the price of 
certain commodities against others. Clearly there is 
here a point of divergence to be explored. Next on 
the question of economy, both public and private, and 
of the need for reducing production costs, bankers— 
with the exception of Mr. Beckett—have been rather 
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prone to succumb to the general tendency to utter an 
abstract appeal, while failing to recognize the practical 
difficulties in their way. Here again there is scope for 
careful thinking and for much arithmetical and economical 
detail work. Thus, between them the bankers have 
called attention to many of the causes of the trade 
depression, but they have done so mainly in general 
terms, and have not advanced much of a definitely 
constructive nature. 


The Urgent Call for Economy 
By W. W. Paine 


HE Nation is faced to-day with an economic and 
financial position, the gravity of which has never 
been equalled during the business lifetime of any 
living man, with the possible exception of the later period 
of the great war. But in war time economics and finance 
have to take a subsidiary place ; in peace they regulate the 
very life-blood of the Nation. And the most disturbing 
fact of all is that neither the Government, nor the House 
of Commons, nor the Nation at large, seems to be in the 
least alive to the gravity of that position. 

The first necessity, therefore, is to awaken their 
sleeping minds to the realities which cry aloud for prompt 
action if the Nation is to be saved from disaster. 

The proof of what I have said, if further proof were 
needed of a fact which for months past has been obvious 
to all who have really studied the progress of events, is 
to be found in the evidence recently given by the 
Treasury experts before the Royal Commission appointed 
to examine into Unemployment Insurance. Coming 
from politicians those statements might have been 
discounted, but they come from permanent officials of 
the highest standing, untouched by political bias, who 
are better qualified to speak on these subjects than any- 
one else in the country, and were made, as now appears, 
with the authority of the Chancellor of the Exchequer 
himself. I advise readers to study these statements in 
detail. They were published in The Times and other 
newspapers on January 30. 

Sir Richard Hopkins, Controller of Finance and 
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Supply Services at the Treasury, presented a Memoran- 
dum which shows that, in addition to its ordinary con- 
tribution towards the cost of unemployment insurance, 
amounting to fifteen million pounds for each of the years 
1930 and 1931, the State was called upon in the year 
1930 for a sum by way of transitional benefit estimated 
at twenty-two million pounds, and will be called upon for 
thirty-five to forty million pounds, “‘ or even more,”’ in 
the year 1931. “‘ The increase in the total contribution 
of 1930 over 1928 is twenty-five million pounds. The 
increase of 193I over 1928 may amount to some forty-five 
million pounds,” an increase which (he adds) ‘“ even in 
the most favourable conditions would over-tax the 
Budget. In present conditions it would . . . not merely 
disturb, but entirely upset the equilibrium of the Budget 
on the basis of existing taxation.”’ 

I doubt whether any graver statement has ever been 
presented by a high Government official, and it ought to 
be burnt into the minds of every man and woman in the 
country. 

For just think what it means. We are already 
groaning under a load of taxation which is eating the 
heart out of industry and trade, and it is as certain as 
anything can be that even a substantial increase of that 
taxation in the year 1931-32, so far as Income Tax, 
Super-Tax and Death Duties are concerned, will produce 
less to the Exchequer than it will have received from 
those sources during the current financial year. And 
what would be the result of an increase of such direct 
taxation? Industry absolutely crushed, with more un- 
employment and an ever-increasing load of contribution 
to unemployment insurance required from the State. 
And so we shall revolve in a vicious circle, with only 
one possible result. 

Sir Richard Hopkins’ evidence was supplemented by 
that of the Government Actuary, Sir Alfred Watson, and 
the abuses to which he called attention, and which are 
the direct result of the extension of the scheme and the 
removal by the present Government of nearly all effective 
safeguards and restrictive conditions attached to the 
original scheme are almost unbelievable. Men earning 
high wages “‘ from £5 to £7 a day’ (one wonders whether 
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this must not be a mistake for £5 to £7 a week!), “‘on 
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two or three days in each week,” and the professional 
footballer, who is paid £6 tos. for two days’ work, come 
on the dole as unemployed for the rest of the week. 
Girls who leave their employment to get married and 
go to the districts where their husbands reside, and 
where there is no work available of the kind for which 
they are qualified, likewise come on the dole, regardless, 
apparently, of what their husbands may be earning. 
In addition to this we know that thousands of men and 
women prefer to take the dole to earning wages for 
work, because, they argue, the difference between the 
two is not enough to make the latter worth while. 
The whole thing reads like midsummer madness, but the 
serious side of it is that it is all part of the Socialist plan 
for the redistribution of wealth. Idealists, who have 
made up their minds that the present order of society 
is unjust, and that wealth must, and can, be redis- 
tributed through the medium of taxation, have resolved 
to carry their theories into effect, without the slightest 
knowledge of, and apparently without a care for, what 
the economic consequences to the whole body politic 
may be. 

To bring these home to the minds of the people at 
large and to show them how they must inevitably involve 
poverty and ruin to the country and to themselves is an 
extremely difficult task, for it involves questions which 
their minds are not trained to understand, and most of 
them have not yet begun to feel the pinch. It is one, 
nevertheless, which must be undertaken, if our country 
is to be saved from ruin, and one, therefore, to which 
every patriotic citizen should be prepared to lend his 
active aid. 

It is with this object that a body of influential men, 
of widely differing shades of political opinion, have 
banded themselves together as “‘ Friends of Economy ” 
to promote a campaign throughout the country to instil 
into the minds of the people the urgent necessity, in their 
own interests, for the exercise of the strictest economy in 
all National, Municipal and local expenditure, and for 
an immediate halt to be called in the orgy of public 
spending which has continued almost ever since the 
war, and which is bringing the Nation to the verge of 
bankruptcy. 
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This movement was inaugurated at a great City 
meeting held at the Cannon Street Hotel on January 27, 
which was packed to its utmost capacity, hundreds being 
turned away or accommodated in small halls to which 
the speeches were conveyed. 

The meeting was presided over by Mr. E. C. Grenfell, 
the Senior Member for the City, and the speakers were 
Lord Grey of Fallodon, Sir Robert Horne and Sir Ernest 
Benn. The burden of their speeches was that, however 
desirable the Social Services upon which such vast 
expenditure has been and is being incurred, may be in 
themselves, we literally cannot afford them at the present 
time. All of us may wish for all sorts of good and 
desirable things, but we have no divine right to them 
beyond what our own work and abilities give us; and, if 
we spend money beyond our means for their attainment, 
we end in the Bankruptcy Court. It is precisely the 
same with the nation, and, if we seek to set up a standard 
of life which it is beyond our capacity to afford, exactly 
the same fate must await us, bringing ruin and poverty 
to all. It is easy enough for any nation to impoverish 
those of its citizens who happen to be better off than the 
rest, but, though the result may be concealed for a time, 
it is as clear as daylight to any one, who has the capacity 
to understand the simplest working of economic laws, that 
such a process must in the end also involve the impoverish- 
ment of the whole mass of its people. 


Economic and Monetary Factors 
of the French Gold Position 
By Thomas Balogh 


ECENT changes in French monetary policy, the 
R signs of a revival of long term lending by France 
and the conversations of officials of the British 

and French Treasuries have undoubtedly had a very good 
psychological effect. The cessation of the gold outflow 
from London, which before it ended had begun to arouse 
considerable anxiety in some circles has further streng- 
thened this favourable influence, by helping to dispel the 
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recurrent popular belief that the Banque de France or the 
French Government were purposely following a policy 
calculated to embarrass London. This change of sentiment 
must be welcome: there can be no doubt that the French 
were far from pursuing wilfully a policy designed to be 
detrimental to the rest of the world. It must be realized, 
however, that the French attitude, both in scientific and 
political circles, towards problems arising from the 
present depression is essentially different from the point 
of view which is held, rightly or wrongly, in Britain. It 
is the growing conviction in Britain—and not without 
justification, at least as far as Europe and some overseas 
countries in the period 1928-29 are concerned—that 
the present crisis is due to deflation brought about by 
the steady accumulation of gold by certain creditor 
countries, which forced the debtor nations, and those 
creditor nations which came to their aid, to part with 
substantial portions of their gold stocks and to raise 
their discount rates. French opinion on the contrary holds 
that our present predicament is due to inflation, to the 
widespread political and economic uncertainty prevailing 
in large parts of the world, and to the anti-economic 
measures of certain countries which failed to re-adjust 
their costs of production to the new conditions of world 
economy and which had attempted an artificial regulation 
and stimulation of production. It equally holds that the 
accumulation of gold by France is a natural sequence of 
these causes. It can hardly be denied that this point 
of view is equally justified, at least as far as the period 
from 1925 to 1928 (and in the United States up to the 
crash of 1929) is concerned. It should be moreover 
appreciated that the present financial strength of France 
as a nation was dearly paid for by heavy sacrifices of 
most of her citizens including both rentier and labourer ; 
the former lost four-fifths of his capital and income, and 
the latter had to be content with a real wage far below the 
standard of neighbouring nations. Considering the im- 
portance of these classes who by no means have forgotten 
their sacrifices, one can well understand that any measure 
which would, even in the remotest way, suggest the 
possibility of a recurrence of the depreciation of the 
monetary unit, stands a priori condemned. If this 
divergence of the points of view of the two nations is not 
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appreciated there is danger that such changes in French 
monetary policy as alone are permissible in the present 
state of French public opinion, may seem disappointingly 
small to the British observer. 

This difference of opinion between the two countries 
is rather marked in respect of the explanation of the 
causes of gold influx into France. In an article written 
before the last wave of gold influx started, I tried to 
analyse the situation on the ground of the banking 
statistics available. The fact that the cash reserves of 
the commercial banks did not show any increase in spite 
of the gold imports suggested that the gold influx was 
not due to a mere passive non-lending by France to 
foreign nations. It implied that the gold influx was 
brought about by the need for more currency, or by 
opportunities to use it profitably; and I tried to analyse 
these and to link them up with the inability of the 
Banque de France to expand credit by open market 
operations. The need for more currency was easily 
explained. It was due principally to the necessity for 
building up adequate “ till’’ money reserves, brought 
about by the decrease of the aggregate real value of the 
volume of the media of exchange during the inflation. 
The contributory factors were the increase of territory 
and of production, and these were only partially offset 
by the fact that non-cash payment methods were 
beginning to come into use. Some signs also point to the 
conclusion that a certain amount of hoarding of bank- 
notes is going on. Considering the pre-war state of 
affairs this cannot be altogether dismissed. 

Another factor to be remembered is that of the 
peculiar structure of French savings banks. These 
constitute a formidable source of competition for deposits 
to the big joint stock banks, and the funds they acquire 
are withdrawn from the normal business circulation. 
Due regard must also be had to the operations of the 
Treasury, which had repaid the greater part of her 
floating debt by funding loans and had accumulated 
huge balances at the Banque de France. It is, of course, 
true that the balances concentrated up to the end of 1929 
were disbursed in the spring of 1930, thus slowing down 
the gold movement in the first quarter of 1930, but at the 
end of December they again reached the maximum. To 
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these operations the floating of the Bank for International 
Settlements shares has to be added. 

The main exception taken to the above view was 
that it bases the explanation of the whole trouble on the 
rigidity of the Paris money market. The bank rate 
in Paris—the critics contended—was much lower than 
the Bank rate, say, in London. The big French joint- 
stock banks, moreover, always feel free to borrow at the 
Banque de France which has even introduced some new 
facilities to meet the demand for temporary accommo- 
dation. The flow of gold into France thus was due to the 
favourable balance of payment brought about by inflation 
in other countries coupled with the want of confidence in 
foreign countries (which was aggravated by the refusal 
of the Bank of England to pay out fine gold, thereby 
rendering the gold point between the two countries 
uncertain), and to the narrowing down of the rate of 
interest between the internal and external markets 
which, in spite of the efforts of the French Government, 
made lending to foreign countries impossible. 

There can be no doubt that the gold imports were made 
possible by the favourable balance of payments resulting 
partly from the reparations payments, partly from the 
rather low rate of stabilization and partly from the 
peculiar elasticity of demand for foreign goods. The 
explanation upheld in my article suggests nothing more 
than that the imported gold (disregarding the purchases 
of the Banque de France) could be effectively used in 
France. Therefore it did not have the “ glutting” 
effects which would be the case had the gold been brought 
in as a result of passive ‘“non-lending’”’ to foreign 
countries. The gold which was imported up to the end 
of August had to be imported because France needed the 
currency which was automatically created against it. 
It was not a “ hoarding ’’ of gold but a very uneconomical 
method of procuring the media of payments required. 

This ability to absorb gold without reaching 
“saturation point’’ was from the economic point of 
view (the monetary factors have already been men- 
tioned) mainly due to the phenomenal development 
which reconstructed French industry underwent after 
the sharp slump of 1927. There can be but little doubt 
that the réle of the building industry played an 
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extremely important part in this quite exceptional 
expansion. The construction boom might be partly 
explained by the cessation of building during and 
(except for reconstruction in the devastated areas) after 
the war. With the fall of interest rates and the removal 
of some legal restrictions, industry caught up with the 
general expansion. It was this prodigious internal 
expansion —in a highly self-sufficient economic area— 
which has been mainly responsible for the prosperity 
of the country as a whole. 

The low internal price level coupled with a standard 
of wages which does not compare favourably with those 
of the three other important industrial nations, caused 
France to establish a balance of payments much more 
favourable than was required to balance her external 
income account, and so this entailed either the im- 
portation of gold or an increase in her foreign lendings. 

The abundance of savings, quite apart from the 
repatriation of funds (equivalent to a change in her 
external capital account) after the stabilization enabled 
France to finance this industrial expansion. The 
external imcome account (and to a certain extent also 
the capital account), by stimulating the import of gold, 
furnished the necessary media of exchange for the 
handling of this expanded business turnover, and this 
meant that the Banque de France’s réle was that of 
a simple conversion office. 

The plethora of funds, however, in the end brought 
about over-speculation, and made mismanagement of 
huge funds possible. As first-class securities did not give 
a satisfactory yield, the placing of lower grades became 
very easy. ‘The first signs of a turn on the stock exchange 
date as far back as the earlier part of 1929. The decline, 
though not uninterrupted, was a rather sharp one. By 
the autumn of 1930 the position of some of the most 
speculative elements became rather precarious, and whilst 
the Central Bank tried to overcome the difficulties in 
which numerous banks became involved, an outbreak of 
a severe confidence crisis could not be avoided. This, 
especially in a country where the faith of the depositor 
and investor was never firmly re-established, forced 
other institutions into the abyss. 

The monetary repercussions of this development can 
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be clearly traced in the chief items of the Banque de 
France’s statements. True, the increase of public deposits 
and therefore the “ sterilization’’ of cash between 
August 1 and December 26 again amounted to around 
3,700 millions. The increase of the note circulation, 
however, was (disregarding all exceptionally high figures) 
about 2,500-3,000, and that of private deposits about 
3,200 million francs, these between them accounting for 
a need for cash of not less than 5,700-6,200 millions. 
All these factors together represent an amount of 9,400-— 
9,900 million francs. This was met by gold imports 
amounting to approximately 7,200 millions, and by in- 
creases of discounts of about 2,700 millions and of foreign 
assets and advances on securities of lesser amounts. 

Thus all evidence points to the fact that the gold 
movement was mainly an effect of the French internal 
causes, especially the stock exchange and banking crisis, not, 
as M. Jenny in the Temps believes, of the confidence of 
foreign investors in the security of French investment, 
such as would have brought an influx of capital into 
France. The true picture is that French banks and 
individuals—possibly influenced by uneasiness regarding 
the political and economic position abroad—decided to 
use their foreign assets in order to strengthen their cash 
position, and did not have recourse to the Banque de 
France. The fact that foreign interest rates were on the 
low side also influenced this decision. There is some 
evidence, however, which points to the conclusion that 
interest rates do not play the réle often supposed in 
determining the choice of commercial banks as to whether 
to recall funds from abroad or to borrow from the Central 
Bank. During the period when foreign interest rates 
were high abroad (namely, in June—September, 1929) the 
rediscounts at the Banque de France increased by only 
1,900 millions (from 6,863 to 8,157) whilst the gold imports 
totalled not less than 2,500 millions. This is explained 
by tradition and by the reluctance of the banks to remain 
indebted for a long time with amounts which cannot be 
covered by small bills, for which the Banque de France 
represents a splendid and very cheap collecting machine. 
It has to be also borne in mind that the rate on advances 
on securities was and remains at 4} per cent. 

The importance of the reduction of the discount rate 
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to 2 per cent. must not be over-estimated. Great 
caution in this respect is the more warranted since the 
rate at which the banks could procure funds without 
rediscounting at the Central Bank is now in practice 
that charged by the Caisse des dépéts et consignations 
—the Office handling the savings money—which under- 
took to sell under repurchase agreements and to re- 
discount Tveasury bills (Bons de la Caisse) for the banks 
in order to furnish them with short-term securities of 
which there was a great need since the disappearance of 
the short-term Bonds in 1928. 

It may seem, therefore, that whilst the reduction of 
the rediscount rate will undoubtedly prove advantageous 
from the psychological point of view and that this 
favourable influence will be intensified by the decision of 
the Banque de France to accept standard gold, it cannot 
be regarded as sufficient to stop the import of gold into 
France. It may diminish some of the capital transfers 
caused by unjustified fears, but it cannot change the basic 
situation. This is the more true as the rate on advances, 
which is a much more important factor than the discount 
rate, has not been changed. 

A real change can only be brought about by an 
alteration in the balance of payments and in the need for 
cash. This could have been accomplished long ago by 
open market operations of the Banque de France, but in 
any case, it will eventually come about even without her 
intervention. 

There are some signs which indicate at least a coming 
abatement of the gold influx. In 1928 and 1929 and 
even in 1930 huge amounts stood in favour of France, 
quite apart from the liquidation of her assets acquired in 
previous years. This year, however, the balance of 
trade as well as the most important invisible item, the 
tourist trade, will go against France as a result of the 
world-wide depression. The balance of trade, which 
showed a slight improvement up to the middle of 1930, 
has since steadily deteriorated, the excess of imports 
having increased from about 4,800 millions up to July to 
6,500 millions up to September. A further drop in 
exports and increase in imports may be expected from 
the widening of the spread between the price indices of 
home products and imports. 
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The failure of the wheat crop, moreover, which will 
necessitate the import of considerable quantities (some 
reports put it as high as 70 million bushels) must prove 
an additional and considerable burden on the balance of 
trade. 

The hope that the external account of France might 
become balanced without gold imports of the magnitude 
experienced is thus undoubtedly much greater than in the 
earlier part of last year. 

This deterioration of the balance of payments and the 
increase of the spread between home and foreign whole- 
sale prices, as well as between wholesale and retail prices, 
has given rise to peculiar interpretations and comments. 
In France the authorities were accused of being indolent 
in face of a new inflation due to the continued influx of 
gold. Abroad it was seen with some degree of satisfaction 
that France was not quite immune from the crisis. 

The Banque de France thus found itself between the 
devil and the deep sea. To stop the gold influx it had to 
lower its rates which—if effective—would mean even more 
“inflated” prices. To let gold drift in was to give rise 
to even more heated attacks. The latter course, however, 
was certainly the easier. A great and well-managed 
propaganda, explaining that the gold imports were not 
due to its policy, was the best safeguard against its 
internal foes embarking upon more energetic action. 
At the same time—probably on the grounds of a rather 
wide interpretation of its charter—it intervened when the 
sterling exchange threatened to break to the “ indirect 
gold point,’ i.e. the point where shipments of standard 
gold to New York or Berlin and the withdrawal of fine 
gold from those centres to be shipped to Paris would have 
been profitable. 

While there can be no doubt that the gold imports and 
the course of the French external trade are inter-related, 
the interpretation that the decline in business activity 
is due to the gold imports can hardly be maintained. 
The correct explanation seems to be that the gold imports 
were necessary to finance the boom (and this autumn to 
counteract the immobilization of huge amounts by fiscal 
operations as well as because of the need for cash inci- 
dental to the ‘‘ confidence ’”’ crisis) since Central Bank 
cash could not be obtained conveniently by the expansion 
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of Central Bank credit (borrowing or open market 
operations). The boom, due to low costs (especially 
wages), high productivity (because of the reconstruction 
of the greater part of French industrial plant after the 
war) and the very fortunate general economic structure of 
France, could be maintained long after the world crisis 
started. As the slump outside France continued and 
prices broke sharply, the previously unique position of 
French industry, due to the low internal price level and 
wages, became distinctly less and less favourable. The 
relative independence of France and the relatively low 
“starting ’’ price and cost level still permitted the 
maintenance of prices which gave adequate profits to the 
entrepreneur. The increase of the retail price level due 
on one side to the increase of tariffs and to certain new 
legal regulations and on the other side to the relative 
steadiness of demand made the maintenance of the wage 
level hardly possible. An increase of wages had to 
encroach upon the profits of prices of those industries 
which are subject to foreign competition, and whose 
position had already become worse because of the fall in 
prices abroad. The output of these industries had 
necessarily to contract and at the same time the adverse 
psychological influences emanating from the banking crisis 
curtailed internal demand. The gold imports—apart from 
the fiscal and monetary factors—as well as the relative 
stability of prices were both the consequence of the boom. 

With the now probable decline of business activity in 
France the economic justification of gold imports will 
cease. The crop failure besides increasing imports will 
possibly liberate parts of the hoards (which represent 
savings) or at least will stop their increase. At the same 
time the disbursement of Government balances will 
mobilize some of the cash now “sterilized’”’ and the 
return of confidence will make the present high liquidity 
of banks unnecessary. It seems, therefore, as if gold 
imports formerly due to the need for cash or stimulated 
by the favourable “income balance ’’ will either cease 
or contract to an amount which might be supplied 
without a further drain on the gold reserves of other 
Central Banks. 

This, however, does not mean that the gold imports 
might not continue in an unabated way. If France 
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chooses to liquidate its holdings abroad instead of giving 
foreign loans in sufficiently large amounts gold imports 
might continue for a very long time. No relief may be 
expected in that case by the release of cash indicated 
above. 

The great difference in this case will be that the gold 
thus imported will, because of the lack of demand for 
credit, not be used for further credit extension, but will 
merely strengthen the liquidity of the banks, thus really 
“ glutting ’’ the market. 


In this case the only way of preventing the draining of 
foreign gold reserve lies in the purchase of foreign 
exchange, i.e. in foreign lending by the Central Bank. The 
operations in the last months indicate that a wider inter- 
pretation of the bank charter than that hitherto held is 
not impossible. Such intervention might be supple- 
mented by open market operations with the help of 
Treasury funds. 

It cannot be our aim to undertake an analysis of the 
wider consequences of the French drain of gold on the 
rest of the world. Their contention that the French 
gold imports are due to “natural” causes, to the 
“natural’’ working of the gold standard, and not to 
any stimulation on the part of the Central Authorities 
is perfectly correct. 


The case against France, at least after June, 1929, 
cannot be that she artificially stimulated gold imports 
but that she failed to realize that her whole international 
position, as far as the other gold standard countries were 
concerned, was an artificial one. This artificiality was 
caused by the low rate of stabilization. Now it would 
be presumptuous to blame the French because they tried 
to establish such a rate of stabilization which at the time 
they did so seemed calculated to permit of the successful 
rehabilitation of their financial position. They could 
not take into account the consequences of their stabiliza- 
tion on foreign countries. The mischief, however, was due 
to their belief that as soon as they re-entered the “ gold 
standard block” all the artificiality of their monetary 
position would cease, and that a system like the pre-war 
gold standard, the operation of which is founded on the 
existence of an equilibrium in foreign trade between the 
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different nations, would function without a hitch even 
where such equilibrium was far from being established. 

Relying on their pre-war experiences they were 
convinced that the inflow of gold meant that other 
countries had inflated, and not that they had entered the 
system under abnormal circumstances. It was not 
France’s deliberate action, but her failure to realize that 
the gold standard as conceived before the war could no 
longer be adequate to solve such problems as confronted 
them in 1928-30, which caused the amassing of their 
huge gold stocks, thereby exerting a certain pressure 
upon world economy. 

It seems, moreover, that a balancing of the French 
foreign income account without gold is very difficult in 
the event of no foreign loans being granted. The 
consequence must be that either certain countries are 
forced off the gold standard or that they must try to 
reduce their prices, in order to increase their exports to 
France. This, however, must cause a check to the 
expansion of the French industry, and subject the 
French price-level to external pressure ending in a con- 
tinuation of the fall of the international price-level. As 
the French industrial system is rather more elastic than 
some of those existing abroad, the outcome is uncertain. 

There is no doubt, however, that this means a further 
aggravation of the international situation. This cannot 
fail to react on France in its turn. Help accorded by 
the French authorities by stimulating private lending 
and if that is not sufficient by stepping into the breach 
themselves is therefore more than warranted. 

There is no peculiar altruism involved if one helps to 
extinguish a fire at a neighbour’s house. It is a wise 
egotism, the avoiding of grave damage to one’s own house 
at a later moment. 
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London Acceptances and British 
Trade 


By Paul Einzig 


URING the last year the volume of bills in the 
[Dinan market has undergone considerable decline. 

Some indication of its extent is given by the figures 
of the clearing banks, and although most acceptance 
houses do not publish any figures there is no reason to 
suppose that their experience has been less unsatisfac- 
tory. The main causes of the decline have been, of course, 
the fall in commodity prices, and the contraction in the 
general volume of trade, but the turnover of the London 
discount market has probably been affected to some 
extent also by recent discrepancies between bill rates in 
this and other markets. While the rate for prime bills 
in London fluctuated between 2 and 2} per cent. during 
the second half of 1930, in Switzerland it was under 
14 per cent., and in Amsterdam not much higher. After 
the turn of the year the discrepancy further widened 
through the efforts of the authorities in London to keep 
the rate at a higher level, which coincided with a further 
decline of bill rates in New York, Paris, and the minor 
centres. 

It is highly desirable that the turnover in bank bills 
should be maintained at a comparatively high level, so 
as to maintain the superiority of the facilities provided 
by the London discount market. Although there is a 
large volume of Treasury bills in the market, which, 
seasonal movements apart, is likely to remain high, this 
does not make up for a scarcity of bank bills. A number 
of central banks are forbidden by their statutes to hold 
Treasury bills, while many commercial banks prefer fine 
bank bills to any other form of short-term investment. 
Should the volume of these bills decline further it seems 
probable that part of the foreign funds held in London 
would be diverted to other markets. In order to avoid 
this, it is desirable thatthe use of bills should be en- 
couraged, and that in particular British firms should be 
induced to avail themselves of the facilities of the 


London acceptance_market. Incidentally this is to their 
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interest, as the cost of borrowing by means of acceptance 
credits is at present lower than the interest charged on 
loans and advances. The latter is in many cases at least 
5 per cent., while firms of good standing would be in a 
position to obtain acceptance credits at a commission of 
I per cent. per annum, plus the discount rate of 2} per 
cent. for fine bank bills, making a total of 3} per cent. 
As British firms do not avail themselves of these facilities 
to anything like the extent foreign—especially German— 
firms do, the latter are thus at an advantage in com- 
petition with their British rivals. There is a tendency 
to blame the London market for the favourable terms 
granted to foreign exporters; but British exporters have 
only themselves to blame if they do not make use of the 
opportunities which are available to them to the same 
extent as they are to foreign firms. 

Efforts have been made during the last few months 
to induce British firms of good standing to finance their 
business by means of acceptance credits. So far the 
result of these efforts has been anything but satisfactory. 
The main obstacle is the reluctance of firms to sign their 
names on bills which will circulate in the money market, 
their objection to doing so being that it is detrimental 
to their prestige. They are prepared to pay more for 
bank loans rather than to break with their tradition 
never to draw a bill. It is believed that in many cases 
their bank managers dissuade them from departing from 
the existing practice, for reasons which are easy to 
understand. 

The reluctance of business houses to make use of 
acceptance credits is entirely unjustified, from the point 
of view of their prestige. After all, it is only really well- 
established firms who would be in a position to obtain 
such credits, and the fact that their bills, accepted by a 
leading bank or acceptance house, exchange hands at 
prime rate should be looked upon by any commercial or 
industrial firm as evidence of strength, not of weakness. 
It would be, of course, a different proposition to revert 
to the old-time practice of inland “ trade’”’ bills, which 
naturally would have to be quoted well above the rate on 
“bank” bills. There is something to be said for the 
reluctance of good firms to expose themselves to the 
caprices of the market, and in certain circumstances it 








LONDON ACCEPTANCES — 303 


might be damaging to their credit if, for reasons over 
which they had no control—such as unfounded rumours, 
or an excessive supply of bills of the same description as 
theirs—the rate charged on their bills should rise. In 
the case of bankers’ acceptances, however, this objection 
does not apply. 

Both banks and financial houses are at present in a 
position to extend the volume of their acceptance credits 
to a great extent. It is true that the substitution of 
acceptance credits for loans would mean for the banks 
a reduction of their interest earnings. Still the ad- 
vantages of maintaining London as the best discount 
market would in the long run more than outweigh this 
disadvantage. In any case it would be a shortsighted 
policy for bankers to attempt to dissuade their customers 
from adopting the practice. Sooner or later, commercial 
and industrial firms will realize its advantage, and if their 
bankers do not show themselves willing to assist them 
they will easily find acceptance houses eager to grant 
them acceptance credits. If so, a paradoxical situation 
might easily develop, in that while the clearing banks 
have acquired since the war a great part of the foreign 
business formerly done by acceptance houses, it is con- 
ceivable that in the circumstances suggested above the 
latter might acquire a great part of the inland business 
done up to now by the clearing banks. Such a develop- 
ment would be anything but desirable, for it would mean 
that institutions of both classes would each be doing the 
business in which the other had the greatest experience. 

To sum the matter up, bad trade and low commodity 
prices have led to a shortage of bills, and as the demand 
for bills has been accentuated by the plethora of short 
money and bank resources now seeking employment, 
discount rates have fallen to levels which not only are 
unremunerative to bankers and the money market, but 
which, as recent events have shown, were a source of 
danger to the stability of sterling. From another angle, 
low discount rates are a definite advantage to those 
traders who are accustomed to finance their business by 
means of bills drawn on London; and it is common 
ground that this in practice means foreign as opposed 
to home traders, who in the main finance themselves by 
means of bank loans. Thus in practice, low discount 
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rates (or to be more precise the wide margin between 
discount rates and those charged on bankers’ advances) 
give a definite advantage to the foreign trader, and lend 
some colour to the complaint of the British manufacturer 
that the City of London is readier to help his foreign 
rival than to help him. 

The remedy for this complaint lies, it is urged, in the 
hands of the British manufacturer himself. Let him 
make use of the bill of exchange at will. By so doing he 
will in this respect place himself upon level terms with 
his foreign competitor, and he will also give the City a 
new outlet for its idle funds. Finally, he will help to 
maintain discount rates, and so to protect the stability 
of the pound sterling and to obviate further inroads 
upon the country’s depleted gold stocks. 





Bankers and Surety Securities 
By Our Legal Correspondent 


IV. FURTHER MATTERS ON TAKING THE SECURITY 


UR last article on this subject in the January 
C issue dealt with precautions on taking a security 

from a surety. There are one or two further 
observations that may be of use on this topic. And 
first, let us notice one of the incidents peculiar to surety- 
ship that in one aspect of it really may touch practical 
points not always fully appreciated. That incident is 
the equitable right of contribution between co-sureties. 
That is to say, so soon as one surety has paid any part 
of the principal debt he has at once a right of contribu- 
tion over against his co-sureties, if any, for the same 
obligation. As a matter of fact this right as between 
sureties themselves does not directly affect a banker’s 
rights under the usual bankers’ suretyship securities. 
Yet it is not to be disregarded, as it is the raison d étre 
of those elaborate clauses in the common forms in use 
that are framed to prevent a surety’s liability being 
affected by any dealing with his co-sureties. As for 
instance, the release of one of the other sureties without 
the assent of any co-sureties would release them also 
were it not for the special stipulations whereby they 
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contract themselves out of any such position. The 
same applies to release of any security given by one or 
some of the co-sureties. The equitable right that arises 
from the mere relation of suretyship would operate to 
tie the hands of a banker seriously. The dual basis of 
that equitable right is (1) the right of a surety to step 
into the position of the creditor so soon as he (the surety) 
has paid anything under the suretyship; (2) the right 
of calling upon his co-sureties, if any, to contribute 
when he has so paid. 

Now, although this latter right as between co- 
sureties themselves does not at first sight appear to 
be important to the banker, it is the assertion of such 
a right that has to be guarded against. But for these 
special clauses, a co-surety could, in many cases, raise 
a defence of non-liability owing to an interference with 
the position of another co-surety. And in some forms 
there is to be noticed a further express stipulation that 
the non-execution of the instrument by one or other of 
the intended co-sureties shall not in any way affect the 
liability of those who do execute the document. This 
last clause, when inserted, is no doubt intended, as an 
exercise of abundant caution, to meet by anticipation 
any such defence as that the surety intended the 
execution by all the intended co-sureties as a condition 
precedent to his own liability—and that the non-exe- 
cution by any one of the intended sureties depriving the 
remaining co-sureties of a right to contribution against 
him invalidated the whole instrument. 

The particular danger is illustrated by several actual 
cases which will be found stated in most of the text 
books. Put shortly, it may be stated that a surety is 
not bound if the instrument when signed by him is 
drawn in a form showing himself and another or others 
as intended joint and several guarantors and any 
intended surety does not sign. In such cases the creditor 
has to show that the surety consented either expressly 
or impliedly to dispense with the execution of the 
document by the other or others. This rule is an 
“equitable ’’ one—the arrangement to which the surety 
consented to become a party has been left incomplete 
and is therefore not binding on him at all. The leading 
case on this point is Hansard v. Lethbridge, 8 Times L.R. 
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In that case Lord Esher said: “‘ They (the sureties) had 
a right to insist upon all signing before becoming liable 
themselves. They had the right to have the signatures 
of each other for the purpose of contribution ’’ because 
upon the face of the document all were to sign and “ the 
plaintiff could not do away with that right without their 
consent.”’ 

This rule was applied in the case of National Provincial 
Bank of England v. Brackenbury (1906, 22 Times Law 
Reports), where a guarantee for an overdraft was, on its 
face, intended to be a joint and several guarantee by four 
guarantors. Three out of the four signed, but the third, 
although he had been willing to sign, died without 
having done so. The bank continued the guaranteed 
account with the three signatories only. It was held 
that the three guarantors were not liable; the guarantee 
had never been completed. In that case it should be 
noted that the judge said he had not the slightest doubt 
that it was never agreed between the bank and the three 
signatories that the signature of the fourth should be 
dispensed with. Although it was a mere accident that 
such signature was not obtained, the bank “ took the 
risk ’’’ and did not secure by agreement that the three 
actual signatories were prepared to be bound without it. 

In the report of the case the full terms of the 
guarantee are not set out, but in view of the judge’s 
finding as above it would appear that there was no clause 
in the document covering the point. There may be 
cases even to-day where the circumstances might be 
pleaded by a defending co-surety as amounting to an 
intention that all should sign and an absence of agreement 
to consent otherwise. It is true that the up-to-date 
forms in use show clearly that the intent is that no one 
co-surety can complain of the velease of another by the 
bank. But whether that exactly touches the case of 
non-signature at all by all who are by common agreement 
to join in the security may, in some cases, be doubtful 
without a more express clause. It is a matter of 
evidence derivable from the document itself and the 
circumstances of each particular case whether it was 
agreed that the non-signature by one or more of intended 
co-sureties is waived by those who do sign. 

The frequency and eagerness with which sureties seek 
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every device possible to raise a plausible defence to a 
claim made upon them point the moral that in all cases 
where it is intended to create a joint and several guarantee 
or other suretyship—all the signatures should be obtained 
or in the event of this proving impossible, that those 
who do sign should assent to any alteration of the original 
intention. In practice this would no. doubt be done 
even where the terms of the instrument would appear 
in themselves to evidence the consent of the actual 
signatories whether or not one or more of the parties 
originally intended to sign had omitted todoso. To take 
a not uncommon case, for instance, where a number of 
directors have agreed to become jointly and severally 
liable as sureties for their company—and for some 
reason one or more signatures are not forthcoming. 

A similar kind of point arose in another case where 
four persons, as sureties, executed a joint and several 
bond by the terms of which the liability of two of them 
was limited to {50 each, and that of the other two to 
£25 each. One of the £50 gentlemen after the other 
three had executed, executed it himself, but added 
to his signature the words “£25 only.”’ It was held 
that the effect of the added words was to make a material 
alteration so that the three first signatories were dis- 
charged from their obligation, and that, as the last signa- 
tory only executed the bond as a joint and several 
security, he also was not bound by it. . 

Lord Russell of Killowen in stating the judgment on 
the last point said that when the last signatory expressly 
limited his liability to £25—a material alteration without 
the consent of the others—he not only set free the others 
but himself also because even his limited liability was 
“part of a contract in which three other sureties are 
joining him against whom in certain events he will have 
rights of recourse, between whom and himself a common 
burden is to be borne.’’ Hence, when they are liberated 
by the material alteration in the instrument he can say: 
“This is not the contract on which I entered.” 

Such a case as this is not likely perhaps to arise in 
banking practice. Yet it might. It is a danger to 
guard against by always seeing that in joint obligations 
of suretyship the security should be taken in such a way 
as to prevent any defence of the kinds indicated above 
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to be possible at all. Even if they could be met 
successfully, the fewer opportunities for plausible de- 
fences the better. One case in the writer’s own experi- 
ence revealed the reality of the difficulty. One of 
several guarantors declared that he distinctly gave the 
bank manager to understand that he would enter into 
the guarantee only on condition that the other intended 
guarantors did so. One of them was afterwards found 
to be financially unsound, and the bank never procured 
his signature, and was content to continue with the actual 
signatories to the instrument. The case never got into 
court, for it was unnecessary to go further than one of 
the signatories who, for family reasons, saw the matter 
straight. But enough has been said to point the need 
for care in taking joint and several surety securities in 
respect of the matters indicated above. 

Arising out of our remarks in the January article 
as to the necessary precautions in taking a company 
as a surety for another person or company, a reader 
has suggested that it may be desirable to deal with 
quite another question in connection with limited com- 
panies—not in their position as sureties, but in that of 
being the guaranteed party. We do so with the more 
pleasure that the point that is raised is of some consider- 
able interest—and is not confined to company dealings— 
although the instance given by our correspondent relates 
to companies. It is the common instance of a banker 
taking a guarantee—usually of the directors of a com- 
pany—for the company’s account. If it should chance 
that the borrowing by the company is beyond its limits 
for borrowing, and therefore ultra vires, are the sureties 
discharged because the principal debtor—the company— 
is not legally liable for the excess borrowing? As against 
the company itself, if any limit is set in the memorandum 
of association, an excess is in the true sense of the phrase 
ultra vires ; if the limit is set only in the articles and is 
exceeded, the situation is capable of rectification by 
special resolution altering the articles. But it is often 
in liquidation proceedings that the difficulty is discovered 
—when it is too late to alter articles. Every overdraft 
is a borrowing and has to be included in the total 
borrowing of a company to ascertain whether the limit 
of amount (if any) isexceeded. In the case of complicated 
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company accounts it is not always easy to avoid over- 
stepping the limit and liquidation may ensue just at 
that time when the limit is exceeded. In such case the 
company is not liable directly for the excess although, of 
course, where there is a possibility of tracing the 
borrowed money on the principles so well explained in 
Sinclair v. Brougham there may be some indirect and 
partial remedy. 

But assuming the company (i.e. the principal debtor) 
not to be liable, what of the sureties for the debt? Are 
they in any way discharged on the ground that the 
principal debtor is not liable? On this point there is 
often a little confusion of thought, although it is quite 
clear from the decided cases that mere disability on the 
part of the principal does not discharge the surety, i.e. 
when there has been no misrepresentation or fraud. 
So, as we shall presently see in the case put above 
as to a company borrowing in excess of its powers, the 
guaranteeing directors are none the less liable as sureties, 
although the banker could not sue the principal debtor, 
i.e. the company. 

The confusion has arisen mainly from a misunder- 
standing of such well-known statements as that a surety 
is “‘ only liable on default of the principal ’’ or “‘ promises 
to pay only if the principal does not pay.’ These 
expressions imply no more than that the surety’s liability 
is collateral to that of the principal. And, of course, it 
is also a contingent liability; for if the principal pays 
the surety is freed. The surety affords a collateral 
security for the payment of the principal debt. If the 
principal is in a position in which the creditor cannot 
sue him, it does not stop the creditor’s remedy against 
the surety. In the civil law it is clear from Pothier that, 
notwithstanding the disability of the principal, the surety 
(no fraud being introduced) is not entitled to the benefit 
of exceptions personal to the principal debtor. 

In English law the matter has been fully discussed in 
several well-known cases—two of which are Yorkshire 
Railway Wagon Co. v. Maclure, and Garrard v. James 
(1925), 1 Chancery 616. In the former case a company 
with no power to borrow entered into certain transactions 
which a distinguished judge (Kay, J.) held to be borrowing. 
As a matter of fact the Court of Appeal did not agree 
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with him that it amounted to borrowing, but-left undis- 
turbed his opinion that, even had it been borrowing and 
therefore entirely unauthorized, nevertheless the chairman 
of the company (Maclure) would have been liable as a 
surety for the debt. That is to say, whether or not the 
company as principal was liable, the surety in either 
event was not, by the company’s disability to borrow, 
freed from his liability? In the second case of Garrard 
v. James the same principle was applied. In that case 
two persons joined in a guarantee of the due performance 
of an agreement by acompany. For the present purpose 
the details of that agreement do not concern us, but it 
certainly involved a performance by the company of a 
transaction equivalent to a purchase of its own shares 
which, since Tvevor v. Whitworth, has been known to be 
illegal. 

Such a contract not being enforceable against the 
company, the guarantors contended that they too were 
freed from liability. But it was held that the agreement 
of guarantee having been entered into in good faith and 
in the honest belief that it was intra vires and legal, the 
defence of the sureties that (as it turned out) the agree- 
ment was in truth ultra vires the company and therefore 
unenforceable could not be maintained. The judge in 
that case cited with approval the case of a banker 
who, although he could not enforce a claim against a 
company that had exceeded its borrowing powers, and 
although the surety, too, could not, after he had paid, 
claim indemnity from the company, nevertheless the 
surety was liable to the banker to whom he had given 
the guarantee. 

But there may be cases where there is something 
more than mere ultra vires that constitutes the disability 
of the principal debtor as where, for instance, the trans- 
actions are absolutely illegal or fraudulent. See, for 
example, Swan v. Bank of Scotland, where a bank, having 
obtained a guarantee from the customer’s friends, had 
made itself a party to an arrangement with the customer 
under which he would not only commit frauds upon the 
revenue but would do express illegal acts involving both 
himself and the bank in penalties. Thus every time a 
fresh credit was granted to the customer there were 
transactions declared by statute to be null and void. 
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Under such circumstances the bank could not claim 


from the guarantors. And another case, Macgregor 
v. Dover and Deal Railway Co., the same exception was 
made in a case where the transactions guaranteed were 
such as were absolutely illegal and contrary to public 
policy. Such cases as these are distinguished in Garrard 
v. James from the plain case of a guarantee of a debt 
that everyone thought was legal, but owing to some 
disability due to no fraud or positive illegality or some 
act against public policy. All transactions are really 
avoided by being in themselves made expressly illegal 
by Act of Parliament or on general grounds of law that 
render them criminal. 

This case of Garrard v. James was decided in 1925, 
and the principle of the decision remains, of course, 
unassailable. But, oddly enough, it may be that the 
precise facts of that case if arising to-day might have 
rendered the actual decision different. For when it was 
decided there was no actual statutory prohibition of a 
company purchasing its own shares. Any transaction 
involving such a consequence in fact—whatever its form 
might be—was against the general principle of the law 
relating to limited companies. If a company purchased 
its own shares, it was in truth reducing its capital. This 
can only be done by sanction of the court. 

Since 1925, however, we have had the Act of 1929 
which, by Section 45, for the first time renders a company 
and every officer responsible liable in a heavy maximum 
penalty of £100 not merely for purchasing its own shares, 
but for the giving “ whether directly or indirectly, and 
whether by means of a loan, guarantee, the provision of 
security or otherwise, any financial assistance for the 
purpose of or in connection with a purchase made, or to 
be made by any person of any shares in the company.” 
Under this widely worded section one would submit that 
on its own facts Garrard v. James would to-day be decided 
differently because the transaction involved is declared 
by Section 45 of the Act of 1929 to be “ not lawful” 
and such a transaction is made a criminal offence. This 
we suggest may be the case now, although in the latest 
edition of Buckley on Companies the case of Garrard 
v. James appears to be noted without comment as still 
being good law. Its statement of surety law in principle 
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remains correct. The only thing is that by the very 
principle therein laid down the particular facts of that 
case are probably now (by Section 45 of the new Act) 
placed ‘‘ on the wrong side of the fence.”’ 

However that may be, Section 45 quite clearly would 
invalidate any guarantee or other surety security, or, 
indeed, any financial assistance given by a company for 
the purpose of, or in connection with, a purchase of any 
shares in that company. The only exceptions to the 
operation of Section 45 are in the case of provisions made 
by a company for allowing employees of the company 
to obtain a beneficial interest in its shares, and cases 
where the ordinary business of a company is in part the 
lending of money in the ordinary course of its business. 
For example, a banking company would come within 
this latter exception. The reasons for both classes of 
exception are obvious. In the case of ordinary trading 
companies, however, any guarantee or financial assistance 
or security connected with a transaction amounting to 
purchase of its own shares is now by statute unlawful. 


International Banking Review 


THE BANK FOR INTERNATIONAL SETTLEMENTS 


HE return for January 31 showed an expansion 
of the assets of the bank by about 130 million 
Swiss francs. The increase was largely due to 
additional deposits from Treasuries, which are now 
gradually replenishing their deposits depleted through 
the payment of the American war debt in December last. 
The February meeting of the board of the bank was 
without any outstanding event; the gold clearing and 
exchange clearing schemes were discussed. 

In the course of an address delivered at the American 
Club of Paris, Mr. Gates McGarrah, chairman of the 
Bank for International Settlements, emphasized the 
necessity for providing additional facilities for medium- 
term credits. He stated that his bank will give a lead 
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by investing a small part of its resources in the form of 
medium-term credits. 


UNITED STATES 


The run on banks has ceased completely both in 
New York and in other districts, and although there are 
still a few isolated failures recorded, their number does 
not exceed normal proportions. The banking crisis may 
be regarded, therefore, as terminated, and its result has 
been that all banks have considerably increased their 
liquidity so as to meet any emergency that may occur. 
To that end, credits have been called in to a great extent, 
especially from abroad. In the case of Brazil, for instance, 
the credit of £6,550,000 granted in London served, in 
part, the purpose of replacing the American credits 
withdrawn. The City of Buenos Ayres had to repay a 
credit of $16,000,000 at short notice, much to the annoy- 
ance of the authorities. 

An official statement has been published showing 
that the Bank of United States on its closing date had 
deposits amounting to $155,000,000 and loans totalling 
$148,000,000, with only $40,000,000 of the latter secured. 
It is estimated that deposits will be reduced to about 
$135,000,000 by offsetting the loans of certain depositors, 
and that assets, after allowing for a large proportion of 
the bad debts, will approximately cover this figure. 
Capital funds of $47,000,000 have apparently been wiped 
out, and a period of time is needed to complete the 
liquidation. Meanwhile, negotiations are going on for 
another bank to take over all, or part, of the assets. The 
chances for a reconstruction of the bank are very small, 
and depositors are not likely to receive payment for at 
least six months. 

In spite of adverse conditions, amalgamations have 
made further progress. In Atlantic City, two bank 
fusions have recently been arranged. The Equitable 
Trust Co. of Atlantic City will absorb the Safe Deposit and 
Trust Co., the Second National Bank, the Chelsea Safe 
Deposit and Trust Co., and the Pacific Avenue National 
Bank. Its total assets will be increased to about $224 
millions. The Guaranty Trust Co. of Atlantic City will 
absorb the Seaside Trust Co.; the combined resources of 
the two banks amount to $10} millions. 
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FRANCE 

Although the wholesale withdrawal of deposits from 
the big banks has ceased, there is still a great deal of 
distrust against local banks in some districts, which 
manifests itself in isolated runs by depositors, bringing 
about in most cases the suspension of the banks con- 
cerned. Alsace-Lorraine witnessed several such runs 
during the month under review. There have been several 
suspensions of small banks in various parts of France, 
but none of them is of any importance from the point 
of view of the general banking situation, which has 
decidedly improved. The public is beginning to return 
deposits withdrawn from the big banks, and these are 
now suffering from an embarras de richesses owing to their 
excessive liquidity. As in the case of the American 
banks, they called in funds, especially from London and 
Germany, to meet emergency ; these funds, together with 
the returned deposits, are now available for reinvestment, 
while the demand for loans is small, owing to the depres- 
sion which is beginning to make itself felt in France. 
This accounts for the decline of money rates in the Paris 
market. As the banks are beginning to find it difficult 
to reinvest their funds profitably in France, part of the 
funds withdrawn from London during the last three 
months are being returned here. 

A further step towards the clearing up of the banking 
situation has been the liquidation of some of the banking 
interests of the Paris private banking firm Bauer Marchal 
& Co. An arrangement has been brought about under 
the auspices of the Finance Ministry whereby the Crédit 
Industriel et Commercial took over the holding of Banque 
d’Alsace et de Lorraine shares of that firm. The same 
house has also relinquished its interests in the Banque 
Francaise de |’ Afrique ; the latter, it will be remembered, 
got into difficulties in October last, and its reconstruction 
was then undertaken by a financial group headed by 
Bauer Marchal & Co. It is now understood that the 
Banque Commerciale Africaine will relieve that group 
of this task. In association with the Banque de Paris 
et des Pays Bas, the Banque Transatlantique, and possibly 
other banks, it will establish a finance company, with a 
capital of 40,000,000f., which will take charge of the 
reconstruction of the Banque Frangaise de 1’Afrique. 
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The banking firm of Bauer Marchal & Co. has also parted 
with its interests in the Banque Renaud, Nancy; MM. 
Henri Bauer and Charles Marchal have retired from the 
board of that bank. 

The annual report of the Bank of France shows gross 
profits of 1,264,437,388f. After deducting expenses, 
allocations to pensions, the sums payable to the State 
in taxation, and to the Caisse d’Amortissement under 
the convention of 1928, net profits were 314,464,526f. 
The dividend amounted to 62 per cent. net, against 52 
per cent. for 1929; 70,000,000f. has been added to the 
contingency reserve, and an almost equal amount was 
paid over to the State. Total operations—exclusive 
of cheque clearing, Treasury and exchange operations— 
amounted to 129 milliards against 144 milliards in 1929. 

Current and deposit accounts on December 24, 1930 
(exclusive of Treasury accounts, but including those of 
the Caisse d’Amortissement), totalled 19,712,693,000f., 
this being the largest total registered during the 
twelve months. The smallest total was 8,816,042,000f. 
on May 2. Payments into current accounts were 
1,257,191,001,600f., and withdrawals 1,249,909,815,000f., 
the total volume of transactions being 32,421,438,o000f. 
larger than in 1929. 

The total accounts of all kinds open were 351,000, and 
the number of current or deposit accounts open was 
329,900, as against 322,100 in 1929. 

The number of commercial bills discounted during 
the year was 32,261,080 (or 2} per cent. more than in 
1929), representing a total face value of 83,078,000,000f. 
(approximately £670,000,000). This was 20-14 per cent. 
less than in 1929, when the total discounts were 
104,030,000,000f. In 1929 the number of bills discounted 
was 16-85 per cent. larger than in 1928 and 93:37 per 
cent. greater in face value. 

The average amount of bills under discount last 
year was 6,045,800,000f. (£48,756,000), and average 
term of the bills was just over twenty-six days. 

Advances against securities during 1930 totalled 
39,878 ,806,000f. (£321,200,000), or 5,279,750,000f. more 
than in 1929. Operations on Treasury account totalled 
290,682,000,000f., or 21,505,000,000f. more than in 
1929; while National Defence Bonds, amounting to 
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1,943,246,000f., were either subscribed for or renewed 
through the bank’s offices during the year. 

The net profits of the Banque Frangaise d’Acceptation 
for its first business year amounted to 5,420,000f. on a paid- 
up capital of 25,000,000f. The amount of its acceptance 
credits was 565 million francs at the end of last year. 

The Banque Alsacienne Privée Koechlin & Cie. will 
absorb the Banque Frangaise de l'Est et de l’Italie, the 
control of which it already possesses. 


GERMANY 


The series of small bank failures continues, especially 
in the provinces. The Kassel banking firm Gebr. Reinach 
got into difficulties, and is negotiating for a settlement. 
It was established in 1897. The Bankhaus, A. Rees & 
Sohne, Augsburg, has suspended payment. It was 
established in 1894, and enjoyed until recently a good 
reputation. Its failure is due to the default by some of 
its customers. The Wurzburg private banking firm, 
Hermann, founded in 1892, has become insolvent. The 
Berlin banking firm, Paul Krause & Co., has suspended 
payment. It was established in 1901; the amount of its 
liabilities is believed to be small. 

A group of the French creditors of the Frankfurter 
Allgemeine Versicherungs—A.G. has notified its intention 
of withdrawing from the agreement concluded between 
the company and the creditors with the object of effecting 
the gradual liquidation of the company’s affairs. 

The Reichsbank has received a considerable quantity 
of gold from the State Bank of the U.S.S.R., which has 
been sold in order to provide funds for meeting maturities 
of short-term debts. The Reichsbank, in turn, sold 
part of its gold deposit with the Bank of France to that 
institution. 

The Badische Bank, Mannheim, has reduced its 
dividend from 11 per cent. to 10 per cent. The statement 
as at December 31 of the Bavarian State Bank shows a 
decline in deposits from 352 to 348 millions. 


ITALY 
The net profits of the Banca d’Italia for 1930 amounted 


to 73,509,000 lire, against 73,797,000 lire for 1929. The 
dividend is 10 per cent. as last year. Steps have been 
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taken to accelerate the liquidation of the frozen assets 
taken over by the Banca d'Italia from various banks. 
The arrangement under which the bank is not to pay a 
dividend in excess of 10 per cent. has been prolonged for 
another five years, until the end of 1935, and surplus 
profits will be transferred to the Istituto de Liquidazione 
for writing down bad debts. The Italian Treasury, in 
turn, will renounce its share of the profits of the bank in 
favour of the Istituto Liquidazione, and other resources 
have also been made available to hasten the writing down 
of bad assets. The decline in the amount of outstanding 
frozen debts has been checked by the repercussion of the 
world-wide economic crisis in Italy. The Banca Agricola 
Italiana, Bonifiche Ferraresi and other recent recon- 
structions, increased the burdens of the institute, but 
there is, nevertheless, reason to hope that everything will 
be liquidated in approximately five years. 

The crisis has also affected the liquidation of the 
‘““Sicmat ”’ assets. While at the time of its failure two 
years ago, there was reason to hope that the creditors 
would receive a dividend well in excess of 75 per cent., 
the fall in prices and the business depression have 
frustrated these hopes. The guarantee of a minimum of 
75 per cent., undertaken by an Italian banking group, 
has thus proved to be most valuable for the foreign 
creditors. 

An agreement has been concluded between the 
Credito Italiano and an Italian financial group in virtue 
of which the latter acquires from the former the Banca 
Nazionale di Credito. It will be remembered that last 
year that bank was taken over by the Credito Italiano, 
and that it has been converted into the holding company 
of that bank. Its commercial banking business was 
taken over by the Credito Italiano, while the latter’s 
security holdings were transferred to the Banca Nazionale 
di Credito. The present transaction relieves the Credito 
Italiano completely of its long-term investments, and as 
a result it has become a commercial bank in the strict 
sense of the term. Its dividend for 1930 has been 
maintained at 8 per cent. 

Several small bank fusions have been arranged during 
the past month. The Banca Cattolica del Veneto is to 
absorb the Banca Cattolica S. Liberale di Treviso (capital 
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3,000,000 lire), Banca Provinciale di Belluno (capital 
2,000,000 lire), and the Banca Feltrina, Feltre (capital 
300,000 lire). It will increase its share capital from 
35,500,000 lire to 61,500,000 lire, by the issue of 1,300,000 
Preference shares of 20 lire. The Banca di Lucca and the 
Banca Agricola di Risparmio & Conti Correnti di Lucca 
will amalgamate under the name of Banca della Lucchesia. 
The Banca di Pordenona is to absorb the Banca di 
Cordenons. 

The Banca Agricola Milanese earned a net profit of 
3,479,000 lire for 1930. A dividend of 8 per cent. has 
been declared. The Banca Vonwiller declared a dividend 
of 9 per cent. for 1930. The Banca Unione, Milan, earned 
a net profit of 3,053,000 lire for 1930. The dividend 
remains unchanged at 7 per cent. 


HOLLAND 


The net profits of the Handels Maatschappij Albert 
de Bary for the business year ended September 30, 1930, 
amounted to 1,576,000 guilder against 1,328,000 guilder 
for 1928-29. The dividend remains unchanged at 7 per 
cent., in spite of the recent increase in the capital from 
9,000,000 guilder to 15,000,000 guilder. 

The Nederlandsche Accept-Maatschappij, which is 
controlled by the Nederlandsche Handel-Maatschappij, 
the Rotterdamsche Bankvereeniging, Mendelssohn & Co., 
and Pierson & Co., earned a net profit of 190,000 guilder 
on its capital of 1,000,000 guilder. The amount of its 
outstanding acceptances is 7,330,000 guilder. 


SWITZERLAND 


The Zurich bank A.G. Leu & Co. is celebrating the 
175th anniversary of its existence and the 25th anniver- 
sary of its conversion into a commercial bank. Its net 
profits for 1930 amounted to 5,100,000 francs against 
5,170,000 francs for 1929. The balance sheet total in- 
creased from 378 millions to 416 millions. The accounts 
of most Swiss banks show a considerable increase in 
their turnover, and a moderate decline in their net 
profits, as a result of the decline in interest rates, and 
the difficulty of reinvesting deposits on a profitable 
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basis. The following table compares net earnings for 
1930 with those of the previous year :— 


1929. 1930. 
Union Bank of Switzerland... ses ... 9,896,000 8,902,000 
Crédit Suisse ... pas .»» 18,589,000 16,419,000 
Union Financiére de Genéve e sin wes 5,369,000 4,049,000 
Comptoir d’Escompte de Genéve ... .-» 4,772,000 4,125,000 
Schweizerische Volksbank ... “an ..» 12,008,000 10,635,000 
Eidgenossische Bank oat se -+» 9,280,000 9,440,000 
Basler Handelsbank asi in --- 3,419,000 3,432,000 
Basler Kantonalbank Er ne ..» 4,669,000 4,662,000 
Handwerkerbank Basel ui sie «.  £,205,000 1,266,000 
St. Gallische Creditanstalt ... on 1,021,000 969,000 


The net earnings of the Swiss Bank Corporation 
amounted to £683,000, against £724,000 for 1929. The 
dividend has remained unchanged at 8 per cent. The 
Union Bank of Switzerland has maintained its dividend 
at 7 per cent., and most other banks have also declared 
the same dividend as last year. 


BELGIUM 


The net earnings of the National Bank of Belgium 
for the second half of 1930 amounted to 124,697,000 francs, 
against 137,389,000 francs for the first half. The dividend 
for the half year remained unchanged at 62 francs 50 cents. 
The Government’s share in the profits amounted to 
50,799,000 francs, against 6,815,000 francs. The net 
profits of the Banque ' de Bruxelles for 1930 amounted to 
88,053,000 francs, against 67,366,000 francs for 1929. 
The dividend has been reduced from 54 francs to 40 francs 
on the old shares, while the new shares will receive 
30 francs. The net profits of the Banque Générale Belge 
amounted to 48,602,000 francs for 1930, against 
67,625,000 francs for 1929. The dividend has been 
reduced from 20 per cent. to 12 per cent. The net 
earnings of the Banque d’Anvers declined from 
44,283,000 francs to 39,585,000 francs in 1930; the 
dividend remains unchanged. The net profits of the 
Banque Liégeoise declined from 11,491,000 francs in 
1929 to 9,709,000 francs last year. The Banque de l’Est 
de la Belgique earned last year 3,400,000 francs, against 
3,687,000 francs in 1929. The net profits of the Banque 
Privée Anversoise declined from 2,998,000 francs in 1929 
to 2,770,000 francs in 1930. The balance sheet of the 
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Banque Commerciale de Belgique (in liquidation) for 
August 31, 1930, shows a net loss of 10,444,000 francs, 
against 9,873,000 francs a year ago. 


DENMARK 


The Aarthus Privatbank, the leading provincial bank 
of the country, earned a net profit of 1,390,000 kroner 
for 1930, against 1,360,000 kroner for 1929. The 
dividend remains unchanged at 8 per cent. The Danske 
Landmandsbank has declared a dividend of 5 per cent. 
for 1930, or the same as for 1929. The Handelsbanken 
of Copenhagen has maintained its dividend at 8 per cent. 
It is writing off 9-5 million kroner to cover losses arising 
from the liquidation of the Sibirsk Kompagni and other 
interests. 

NORWAY 

The net profits of Andersens Bank for 1930 amounted 
to 737,000 kroner, against 603,000 kroner for 1929. The 
dividend remains unchanged at 5 per cent. The dividend 
of Den Norske Kreditbank is also unaltered at 6 per cent. 


CZECHOSLOVAKIA 


The Czechoslovak National Bank has declared a 
dividend of 280 crowns for 1930, against 290 crowns in 
1929. The net earnings of the Czechoslovak Agrarian 
Bank amounted to 8 millions in 1930, against 7-7 millions 
in 1929. A dividend of 63 per cent. has been declared. 

The banking house, Arthur Frankl & Co., Bratislava, 
has acquired the control of the Kaschauer Bank A.G., 
which it will carry on as an affiliate. The Moravian Bank 
of Brno, which underwent a reconstruction in 1927 and 
has absorbed three other local banks, may have to undergo 
another reconstruction. Its shares have fallen from 
250 crowns to 200 crowns. 

Negotiations are in progress between the banks to 
establish a cartel as to deposit rates and loan rates. 


HUNGARY 


The net profits of the Hungarian Discount and 
Exchange Bank for 1930 amounted to 2,507,000 pengo, 
against 2,556,000 pengo for 1929. The dividend remains 
unchanged at 14 per cent. The net earnings of the 
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First Savings Bank of Pesth for 1930 amounted to 
3,821,000 pengo. A dividend of 14 pengo per share has 
been declared. 

PORTUGAL 


The Governor and board of directors of the Banco 
Nacional Ultramarino resigned on February 11; until 
the forthcoming annual meeting of shareholders their 
duties will be exercised by a special board appointed by 
the Government, consisting of three members of the 
retiring board and three independent members. Some 
time ago it was rumoured that the board was to resign 
on account of disagreement with the Government and 
irregularities in the administration, but the Ministry of 
Colonies then issued an emphatic denial of these rumours. 
The price of the bank’s shares has remained unaffected 
by the events. 

The net profits of the Bank of Portugal for 1930 
amounted to 15,000,000 escudos. The dividend for the 
year has been fixed at 45 per cent., the same as last year. 
The net profits of the Banco do Alenteio for 1930 
amounted to 748,000 escudos. The dividend has been 
fixed at 12 per cent. 


TURKEY 


The net earnings of the Banque Agricole de Turquie 
for the past business year amounted to {T.1,450,000. 
The bank’s activities have expanded considerably. The 
dividend of the Banque d’Affaires de Turquie has been 
fixed at 12 per cent. 

Contrary to previous reports, the participation of 
various foreign banks in the share capital of the new 
central bank has not yet been definitely fixed. The 
share of the Ottoman Bank is expected to be at least as 
large as that of any other foreign bank. 


JAPAN 


The Industrial Bank of Japan has declared a dividend 
of 6 per cent. per annum for the past half-year. The 
dividend has been at this rate for the past seven half-years. 
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The Senate Banking Investigation 


By H. Parker Willis | 


ACTUAL work in the Senate investigation of banking, 
A provided for by a resolution adopted early in the | 
summer of 1930, has been begun during the past 
month. Hearings before the Senate Committee on 
Banking and Currency (acting through a small sub- 
committee of which Senator Glass is Chairman) were | 
opened on January 19, and have proceeded actively since 
that date, the first series of hearings being now over. 
During the three weeks of the investigation to date, some 
principal figures in the Reserve System, and some of the 
heads of the larger New York banks, have made their 
appearance, in addition to well-known business authorities, 
such as Mr. Owen D. Young, the chairman of the 
General Electric Co., who is at the same time a director 
of the Federal Reserve Bank of New York. 

It is an admitted fact that the Senate hearings have 
developed a large amount of new, and hitherto unknown, 
details concerning actual banking conditions in the 
United States, while at the same time registering in | 
official form, admissions concerning a good many other 
conditions that had not previously been widely admitted, 
or for that matter generally known. The result has been 
to sharpen banking discussion very materially, and to 
indicate the line along which legislation is likely to be 
urged when the time comes for decisive action on the 
subject by Congress itself. Meantime, the facts that 
have been developed are of so significant a nature that 
they will themselves greatly influence the growth of 
public opinion. 

Perhaps the most striking general condition revealed 
by the inquiry is the present status of the Federal 
Reserve system. The system is, and has been for some \ 
time past, sharply engaged in controversy within itself 
as to banking fundamentals. It was testified by 
Mr. Owen D. Young that distinct opposition of feeling 
exists among the directors of the Federal Reserve bankers 
of New York with regard to the question of managed 
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currency. On this point Mr. Young said: “I have 
some personal views on this whole question of the use 
of governments [i.e. government obligations] in central 
bank operations, and in that connection I may say that 
I am opposed to a managed currency and credit . 
We have not reached, in the Federal Reserve Bank of 
New York, any final views. The officers and directors 
have frequently discussed it.’’ The difference of opinion 
thus moderately indicated, however, extends much 
further, and has, in fact, covered a period of several years 
running back to a time considerably before the panic of 
1929. As has been testified by both Mr. Miller and 
Mr. Hamlin, members of the Federal Reserve Board for 
many years past, for about two years before the actual 
breakdown of the autumn of 1929 members of the Board 
and the chief executives of several of the banks were 
occupied in controversies about the extent to which 
actual control of currency and credit was possible. For 
a long time, starting in 1927, the Federal Reserve Bank 
of New York insisted on maintaining what was considered 
an unduly low discount rate, and efforts during that period 
to get it advanced were ineffective. Reasons, then 
assigned by the Federal Reserve Bank of New York for 
keeping the rate so low, were found in the fact that there 
was at that time a feeling that a considerable exportation 
of gold was desirable, while it was also believed that low 
rates would stimulate the sale of American agricultural 
products abroad at higher prices. During the year 1928 
efforts were made by the Federal Reserve Board to obtain 
some moderation of speculation, by urging the Reserve 
Bank of New York and other banks to apply “ direct 
pressure’? upon the member banks in the endeavour to 
induce them to cease lending, as largely as they then 
were, to brokers and dealers, who were putting more and 
more money into the securities market. The Federal 
Reserve Banks, although impervious to these suggestions 
for a long time, finally took the alarm, and endeavoured 
to get control of the credit situation by increasing their 
rates. When they had done so, however, the Board 
declined to approve the increases, on the ground that the 
time had passed by when such action would be of any 
help. The use of direct pressure or “ direct action’ was 
urged as being, at that time, the only way of bringing 
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about a lessening of the excessive volume of credit, but 
this was substantially without effect, it being impossible 
to enlist the co-operation of the Reserve Bank of New 
York. Open market operations, too, were carried on in 
such a way, according to Mr. Miller of the Board, as largely 
to nullify, from time to time, any increases in rates that 
might be made, and to place in the hands of the member 
banks of the system bonds which they immediately used 
in the enlargement of speculative loans. Thus, the 
history of the Federal Reserve system leading up to the 
panic, was a record of controversy, indecision, and lack 
of helpfulness, as is now fully admitted by all parties 
concerned. 

The question whether, as the outgrowth of the ex- 
perience of the past year, it may not be well to place 
some serious restrictions on the loans of Federal Reserve 
banks based on government obligations, has thus been 
seriously raised. While some witnesses have spoken 
against the imposition of such a restriction, the majority 
have favoured a limitation of the kind, and some have 
recommended the absolute prohibition of further loans of 
this sort. There is a certain body of opinion which is in 
favour of permitting member banks t& obtain loans 
secured by eligible paper (other than government bonds), 
just as they now do, but upon condition that the rate 
charged them shall be 1 per cent. higher than the ordinary 
discount rate of the Reserve Bank by which the loan is 
made. Still another suggestion that has been offered, is 
that the loans be prohibited, but with a grant of power 
to the Reserve Board, either unanimously or upon the 
unanimous vote of not less than five members, to suspend 
the prohibition whenever they deem that such action is 
necessary. Point has been given to these recommenda- 
tions by the circumstance that, just at the time that they 
were being taken under advisement, renewed agitation 
sprang up in Congress for the immediate cashing of the 
so-called “‘ bonus certificate ’’ given to veterans of the 
World War and amounting to a total sum of 
$3,400,000,000. Had the government undertaken to 
meet such total of payments, it would, of course, have 
had to obtain the funds by refunding, that is to say, by 
the issue of a new series of long-term obligations, or 
perhaps through issues of Treasury certificates, pending 
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the time when the whole operation was complete; with a 
refunding loan later. In either case, an immense addition 
would have been made to the amount of government 
obligations available, and likely to be presented from time 
to time as a basis for loans and discounts at Reserve banks. 
To leave matters as they are, therefore, would doubtless 
invite inflation of the worst variety, and this bonus 
proposal has therefore unquestionably added considerable 
force to the current demands for a rectification of Federal 
Reserve practice in the making of loans secured by 
government obligations. 

From the general banking standpoint, the outstanding 
subject of interest in the investigation thus far has been 
the status of so-called “security affiliates’’ or issue 
companies. For some years it has been recognized that 
the habit of large commercial banks of forming affiliated 
companies whose stock was owned by the stockholders 
of the parent bank (heavy loans being then made to the 
affiliates for the purpose of enabling them to engage in 
transactions which were quite out of the question for the 
parent) has been full of danger. The recent failure of 
the Bank of the United States, with a total of 48 affiliates, 
one of which was almost entirely devoted to speculating 
and operating in the stock of the bank itself, gave renewed 
force to these fears. The inquiry has disclosed that 
practically every one of the very large banks of the 
country possesses one or more such affiliates. Among 
the transactions which have been described as quite 
frequent on their part have been: (1) operations in the 
stock of the bank itself, designed to keep the price steady 
and to facilitate the buying of it by investors at high 
prices ; (2) the purchase and retailing of stocks, which are 
bought in the open market, and then sold to clients of 
the bank on the basis of loans obtained from the bank 
itself; (3) the purchase and underwriting of large issues, 
some of which were then taken over by the bank itself 
through its trust department, either for specified trust 
funds or for general holding; and (4) heavy borrowing 
from the parent bank for the purpose of conducting “ pool”’ 
operations in securities (particularly at the time of the 
panic of 1929). All these types of transactions have been 
under rather severe scrutiny, and substantially all of 
them have been criticized by leading bankers in one form 
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or another. It is true that they have been defended by 
some of the principal witnesses, but the weight of evidence 
has unquestionably been on the side of criticism. Asa 
remedy, it has been suggested (1) that the security com- 
panies be abolished altogether ; (2) that they be officially 
inspected, examined and regulated and their portfolios 
published ; and (3) that they be definitely prohibited from 
engaging in given types of transactions, such as specula- 
tion in the stock of the parent bank, or borrowing more 
than a limited amount from the bank. 

Almost equally significant have been the disclosures 
with reference to the examination and credit system 
now in vogue. It appears that the Comptroller of the 
Currency, and for that matter the principal State Bank 
Superintendents, are without power to make effective 
their recommendations to banks that are running into 
danger, or are resorting to hazardous or unwise practices. 
The Federal Reserve Bank of New York did not get any 
definite idea of the dangerous condition of the Bank of 
the United States until little more than a month before 
the failure occurred; and the Chairman of the Reserve 
Bank testifies that the bank seldom sends more than one 
man to accompany national or State examiners in their 
inspection of the banks which they are directed from 
time to time to examine. Indeed, it appears that an 
officer of the Federal Reserve Bank of New York, as 
recently as midsummer of 1930, in a public address 
described the security loans of the New York district as 
being unquestionably sound, a statement which, of 
course, evidenced a lack of knowledge of the real facts of 
the situation. Both the Comptroller of the Currency and 
the Superintendent of Banks of the State of New York 
expressed the opinion that the only effective remedy which 
is in their hands for use against bad banking practices— 
the closing of an ill-managed institution—is too severe’a 
penalty for employment against the general rank and file 
of practices which require correction. In lieu of it, both 
are inclined to recommend power on the part of the 
examining authority to remove officers of banks who are 
guilty of undesirable practices, or who disregard the 
recommendation made to them by such authorities. 
Another power, suggested by the Superintendent of 
Banks of the State of New York, is that of compelling 
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the merging of banks where one is on the point of failing, 
or is in dangerous condition, without waiting to announce 
the decision to the stockholders, and to get their per- 
mission. The intention in such cases would be that of 
forcing the absorption of a weak bank by one or more 
others, thus taking an element of danger out of a given 
local banking situation. Other suggestions for changes 
along similar lines have also been made, and it would thus 
seem that opinion very strongly favours the reorganization 
of the present system of examination, and the lodging 
of much more genuine powers of control in the hands of 
the supervisory authority. 

It is clear that the reason for making and considering 
these suggestions is found in the 1,300 bank failures 
which have occurred during the past year, and in the 
general outburst of public opinion against the continuance 
of a situation which permits the banks of the country to 
inflict upon the rank and file of depositors hardships of 
the kind that are inevitable whenever a bank is closed 
and the depositors are obliged to wait for an indefinite 
length of time for the return of their funds. Mr. Young 
has gone so far as to recommend the creation of a fund 
out of which such depositors may be immediately paid 
up to the probable value of the remaining assets of the 
bank. 

Of great importance, in its own field, has been the 
disclosure during the hearings of methods in connection 
with the handling of trust funds which are open to some 
criticism. Reference has already been made to the 
practice of various institutions in buying for their trust 
departments issues which they themselves have promoted 
or sold. The legality of this practice, even under existing 
law, is doubted by many, while the desirability or 
legitimacy of it is questioned by a much larger number. 
There is, however, an increasing feeling that such powers 
as those relating to personal trusts probably ought not 
to be in the hands of the commercial banks at all. That 
it was a mistake for the Federal Reserve Act to grant 
them is now freely admitted, and the question is how to 
escape from the present situation. Mr. Owen D. Young 
recommends that only national banks (chartered under 
the National Banking Act—a Federal Statute) shall be 
permitted to exercise the function of deposit banking, 
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and that only State banks (chartered by the several States 
which alone make existing law on the subject of inherit- 
ance, transfers of property, and the like) shall exercise 
trust powers, while the function of issuing and promoting 
securities shall be exercised by neither, but shall be | 
carried on by specially organized finance companies 
separate from both. This suggestion, sound as it is 
logically, is regarded by many as too “ idealistic,” or, | 
rather, as not politically practicable at the present time. 
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An alternate suggestion has been that the exercise of 
trust powers shall be forbidden to banks which are 
simultaneously engaged in trust banking. Still another 
recommendation is that only corporate trusts may be 
assumed by banks that are engaged in investment 
banking, and that all others shall be prohibited to such 
banks. Obviously there is a great deal of uneasiness 
about the trend of affairs in modern American banking, 
because of the dangers growing out of the mixture of 
functions which is now permitted under modern “ depart- 
ment store banking ”’ legislative provisions. Particularly 
since bank mergers became numerous, has there been 
dissatisfaction of a widespread sort, due to the fact that 
there was so little “‘ permanence of character” of the 
institutions to which individuals trusted their estates; 
or to which they assigned the execution of other trusts 
they desired to place only in the hands of an institution 
chosen with particular care because of its essential 
qualities—qualities which it might afterwards turn out, 
were largely neutralized or destroyed through a merger 
with a totally different type of organization. 

All through the entire discussion there has run the 
question of the loans made on securities by all classes of | 
banks for obviously speculative purposes. That these 
loans have been increasing at an abnormal rate, and that 
they are superseding the older type of commercial paper, | 
has been generally admitted. That they are seriously 
interfering with the liquid character of the assets of banks 
of all kinds, and incidentally with that of reserve banks, 
because of the fact that the latter habitually make loans to 
their member banks which are largely engaged in securities 
transactions, has been pretty generally admitted. It has 
been the view of some bankers that there was no point 
in attempting to combat this tendency. Either it would 
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make progress, they have argued, and become the 
prevailing custom, or it would not; but in any event 
there was nothing to be gained by trying to alter its course 
of development. Some have differed quite materially 
from this point of view, however, and have taken the 
attitude that there should be a tolerably definite deter- 
mination, perhaps by administrative regulation if pos- 
sible; but, if not possible, then by law, with the object 
of positively fixing the proportion of a bank’s portfolio 
which may consist of securities or loans on securities. 
The question has been especially acute in connection 
with the present status of savings and thrift deposits. 
Under the Federal Reserve Act, as finally amended, all 
such deposits were allowed to be carried on a reduced 
reserve basis of only 3 per cent., while banks were allowed 
to give notice of a time postponement against depositors 
in cases where they were too urgently called on for 
payment. As a matter of fact, banks almost never take 
advantage of this kind of postponement because to do so 
would be regarded by demand depositors as an indication 
that something was wrong, with a probable resultant 
“run ’’ on the bank. Savings depositors, however, are 
not now protected in any special way, and have to take 
their chances with the demand depositor, as a result of 
which they invariably come out worse. The Bank of the 
United States at the time of its failure was carrying a 
much larger “ line”’ of savings than of demand deposits, 
the latter having been largely reduced during its last few 
days, by cheques drawn through the clearing house. 
Obviously, this is another phase of the question of 
liquidity of bank assets, and equally obviously recent 
conditions strongly suggest the necessity of doing some- 
thing very positive to prevent bank portfolios from losing 
still more of their liquidity; or, in other words, to resist 
the strong tendency they have lately shown to become 
“ frozen.”’ How such a result can be effectually accom- 
plished, without unduly crippling the operations of the 
bank, and how savings depositors may be protected 
(other than by forcibly preventing commercial banks 
from carrying savings and thrift accounts), is admittedly 
among the more difficult problems of banking reform at 
the present time. 

This summary by no means exhausts the list of 
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the current hearings, although it does give a brief outline 
of some of the more important of them. The inquiry will 
now enter further into banking policy and technique, and, 
judging from present appearances, is likely, not only to 
develop a large body of information additional to that 
already made available concerning American banking, 
but also to produce legislation of an unquestionably 
important kind which, as things now appear, will neces- 
sarily receive serious consideration from Congress, either 
at an extra session (should one be called during the coming 
spring or summer) or at the regular session of the coming 
winter. 


Banking in French Canada 
By Ernest B. Roberts 


BANKER in the Canadian Province of Quebec 
A to-day, 170 years after the cession of New France 

and its merging in the British Empire, needs to 
be more fluently bilingual than one in what George 
Borrow saucily called ‘“‘ Wild Wales.’”’ Some two million 
French-speaking people have so imposed their preferences 
on the rest of Canada’s ten million that all banking 
and other official publications of the Dominion Govern- 
ment must be issued in the two languages. Within 
the Province of Quebec itself French is not permissively 
but rigorously the premier tongue, taking precedence 
in the legislature, the courts, and to a less degree in 
business. Occasionally one still hears the remark that 
Quebec French is but a patois. Marshal Joffre, when 
in Montreal in 1917, gracefully and aptly defined it as 
‘“* Le vieux parler de nos anciens orateurs.’’ In any event, 
it is in a large part of the province the only “ language 
understanded of the people.”’ 

According to views recently expressed by Mr. Beaudry 
Leman, general manager of the Banque Canadienne 
Nationale, who has been elected to the presidency of the 
Canadian Bankers’ Association for 1931, the French- 
speaking population does not appear to have made any 
distinct contribution to the banking system. Scottish 


important technical questions which have been raised by 












| 
| 
| 












BANKING IN FRENCH CANADA 331 


banking methods, on which the Canadian are based, 
have proved quite adapted to the Quebec mentality. 
Any system devised by Scotsmen might be expected to 
appeal to a community which is by heredity thrifty and 
attached to the soil. French-Canadians were not, until 
late years, trained in the knowledge and use of credit 
and credit instruments, and until a few years ago their 
investments were largely confined to real estate and loans 
on such security. Since the war they have become familiar 
with the holding of Government and other bonds and have 
taken readily to this form of employing their savings. 
Nearly all the rural communities in French Canada 
are very keen, as a matter of local pride and status, 
in having in their midst a regular bank or agency. 

It is pertinent to recall here that the Banque 
Canadienne Nationale and the Banque Provinciale du 
Canada, two of the eleven chartered banks in the 
Dominion, are owned predominantly by French-speaking 
rather than English-speaking investors. The former 
has a paid-up capital of $5,500,000 and the latter of 
$4,000,000, and at the end of 1928, the last comparable 
period to hand, they possessed assets of $152 millions and 
$55 millions respectively, against a total for all the 
chartered banks of $3,470 millions. The Banque 
Canadienne Nationale came into being in 1924, when, 
simultaneously with the change of name, the former 
Banque d’Hochelaga (founded in 1873) absorbed the 
Banque Nationale (founded in 1860). The Banque 
Provinciale du Canada was founded in 1862 as the 
Banque Jacques Cartier—a name that commemorates 
the bilingual Breton navigator who sailed from St. Malo 
in 1535 to establish Quebec. 

Mr. Leman has further explained that the thrifty 
French-Canadians, where no regular bank or branch has 
been established, have organized small local co-operative 
banks—called ‘‘ caisses populaires ”—which correspond 
to “small unit” banks. In addition to the two French- 
Canadian chartered banks, there are two important 
Savings institutions in the province, one being the 
Montreal City and District Savings Bank (founded in 
1846) and the other the Caisse d’Economie de Notre 
Dame de Quebec (founded in 1848). These are popular 
institutions and their deposits are made up of thousands 
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of small accounts, while their assets are mostly represented 
by Government and municipal bonds and loans against 
stock market securities. Notwithstanding the depression 
in Canada in 1930, deposits in the Province of Quebec 
have displayed a remarkable stability, as is manifested 
in the year-end returns of all chartered and savings 
banks. 

As regards Canadian banking generally, the most 
important development in the technique of banking 
since 1920 has been the establishment of the Central 
Clearing Fund. Formerly there were four clearing centres, 
at Montreal, Toronto, Winnipeg and Vancouver. There 
are daily clearings in thirty-two cities in Canada, and 
settlements are still made as formerly by the banks 
within areas tributary to these four centres. Four 
years ago, however, an important change was made in 
the method of clearing between the four main centres. 
Instead of settling balances at four points by paying 
or receiving Dominion notes, to-day the clearing house 
managers at Toronto, Winnipeg and Vancouver, immedi- 
ately the daily clearings are adjusted, telegraph to a 
trust company in Montreal, who act as trustee for the 
banks, the amount of their debit and credit balances. 
The manager of the Montreal clearing house gives the 
trust company the local information by messenger. 
All the advices are entered on a single ledger sheet, 
and the net credit or debit for each bank is reached by 
one set of figures. Each chartered bank maintains in 
the possession of the trustee an amount of Dominion 
notes deemed sufficient to meet any probable call, and 
the balance is entered by the trustee to the Dominion 
note account of the individual bank. Any deficit of 
Dominion notes by any bank must be made good within 
an hour of demand by the trustee, by means of a deposit 
of Dominion notes. Thus, the accountant of the trust 
company, in less than half an hour usually, makes the 
requisite entries to adjust the banking business trans- 
actions over the length and breadth of a country 
stretching nearly 4,000 miles. 

British bankers will be interested to know that the 
office of the Canadian Bankers’ Association alternates 
between Montreal and Toronto, as in actual fact it is 
located in the city from which the president of the year 








i I Le 
ee 


BANKING IN FRENCH CANADA 333 


may be chosen. Apparently, an annual move of 
330 miles’ house-moving is regarded as a trifling matter. 
Mr. Leman resides in Montreal, and so the secretary of 
the association, Mr. Henry T. Ross, and his staff are 
there for the present year. 

In his recent presidential address, Mr. Leman quoted 
the interim report of the Gold Delegation of the Financial 
Committee of the League of Nations to emphasize the 
cheering fact that Canada now stands third among the 
gold-producing countries of the world, with an annual 
production of $40 millions out of a total of $405 millions. 
This fact led him to a consideration of the present gold 
holdings of the Dominion as a backing for the country’s 
currency and international trade. He refuted a statement 
in the October issue of the monthly bulletin of one of the 
leading New York banks, which had estimated that the 
Canadian holdings had declined by some 42 per cent. 
below those of 1912. Mr. Leman claimed on behalf of all 
Canadian banking that with a net gold holding at the 
end of last September of $165 millions, Canada actually 
showed an increase of 28 per cent. above the figures for 
June, 1912. 

In closing his address, Mr. Leman said: “ Our 
Canadian banking structure resembles in many respects 
a staunch and seaworthy vessel, capable of comfortably 
riding the seas not only at high tide but also at the ebb. 
In due course returning prosperity will come—and 
again it will be necessary, no doubt, to counsel prudence 
and self-restraint; but to-day, as one surveys funda- 
mental conditions in Canada, the two assets that seem 
assured of greatest returns are—Courage and Confidence.”’ 
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Banking Reviews 


English Reviews 


HEN a very complicated machine, such as the 
Wy economic world is to-day, gets badly out of gear 
it is by no means easy to decide upon the requisite 
adjustments, and it is often impossible to determine the 
primary cause of the break-down. Our present troubles 
have, probably, many causes, and it is of the greatest 
importance to assign its due weight to each, not only 
for the purpose of curing the present depression, but 
also to avoid any future recurrence. It is, therefore, 
hardly surprising to find that four of the current English 
bank reviews and several of the foreign ones devote 
their leading articles to an examination of the present 
maladies of the economic world. 

MARTINS BANK review for January quotes the 
analysis of Mr. T. W. Lamont, a partner in the firm of 
J. P. Morgan & Co., in an address which he delivered to 
the New York Academy of Political Science, wherein he 
attributed our present evils primarily to the following 
influences : 

1. Production outrunning consumption. 

2. Efforts to hold up commodity prices artificially. 

3. The fall in silver, and thereby in the purchasing 
power of India and China. 

4. The shifting of gold holdings among various 
countries. 

5. Political unrest in many quarters of the globe. 

6. The spirit of rampant speculation in certain 
countries. 

After examining the above factors the writer of this 
review concludes: ‘‘ For us in England the remedy for 
bad trade is comparatively simple, because much of our 
depression is a home-made article and has no connection 
with these causes of world-wide malaise. We sell less 
than we might abroad, because our goods are too dear, 
because our cost of production is too high. That is the 
problem we have to solve in 1931.” 

Unfortunately the problem of lowering our production 
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costs is by no means easy to solve. The question is 
considered at length in an able article entitled ‘‘ The 
Call for Economy” in the January number of the 
WESTMINSTER review. The writer points out that though 
the very rich may be spending, in real values, somewhat 
less than before the War; yet the majority of the popula- 
tion of this country are not only better fed, housed and 
clothed, “‘ but are accustomed to regard as conventional 
necessities many objects of expenditure which, fifteen 
years ago, were indisputably luxuries, or did not even 
exist.” This rise in the standard of living has been 
partially at the expense of saving, i.e. money has been 
spent upon consumption goods instead of upon capital 
goods and thereby production has suffered. All classes 
may, for a time, have to submit to a lower monetary 
income and a lower standard of living in order that 
capital may be increased and production costs lowered. 
The writer points out that “so far as the nation is 
concerned, saving becomes in effect a diversion of spending 
into other channels.’”’ In short the demand for “ pro- 
ducers’ goods” is thereby increased instead of the 
demand for ‘‘ consumers’ goods.” 

The same view is taken by Mr. F. C. Goodenough, 
the Chairman of BARCLAYS BANK, whose speech at the 
annual shareholders’ meeting is quoted in the February 
review of that bank. He considers that the industrial 
causes of the depression in this country are ‘“‘ the immo- 
bility of labour and the lack of flexibility in wages and 
in retail prices.” This he attributes largely to trade 
union restrictions and unemployment insurance. Turning 
to the causes of an international character, Mr. Good- 
enough considers that over-production of foodstuffs and 
raw materials is largely responsible: the low prices 
realized preventing the producers from buying manu- 
factured goods, thereby causing a fall of prices for 
manufactured goods—a vicious circle. He minimizes 
monetary influences, but considers the mal-distribution 
of gold a contributory factor. This he attributes to the 
fact that America and France, by high tariffs and by 
unwillingness to lend abroad, prevent the settlement of 
international indebtedness by means of goods, services, 
or securities, and he says that it is insufficiently realized 
that ‘“‘ countries refusing to buy will, in the long run, 
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be equally unable to sell.” He concludes by stating 
that if America would cancel the War debts due to her 
‘“ The gain to her as a great exporting country, through 
having solvent customers for her goods, and through 
the increase of their purchasing power, would be 
immense.” 

Far more weight is attached to monetary influences 
by the Right Hon. R. McKenna, the Chairman of the 
MIDLAND BANK, in his speech at the shareholders’ meeting 
of the Bank, which is quoted in full in the January 
number of the MIDLAND BANK review. He points out 
that a debtor country can settle the difference between 
its current receipts and payments in two ways: by 
borrowing externally or by exporting gold. On the 
other hand, a creditor country must make new external 
loans or accept gold. France and the United States, the 
chief creditor countries, have refused to lend and have 
imported gold; the debtor countries, which are mainly 
producers of primary commodities have been driven to 
throw their products on a falling market and restrict 
their purchases from manufacturing countries. According 
to pre-war experience the flow of gold into the creditor 
countries should have raised prices and enabled the 
debtor countries to dispose of their products to greater 
advantage and reduce their adverse balance of payments. 
But this has not come about because in France the 
increased note issue has been absorbed into bank reserves 
and private hoards, and in America “ the excess was 
employed in speculation or left with the banks as more 
or less permanently inactive deposits so far as trade 
was concerned.” Hence it will be seen that the price 
level is dependent not only upon the quantity of money 
in circulation and the rapidity of circulation, but also 
upon the use to which the money is put. This last 
factor has been generally overlooked by economists, 
and we suspect that the Chairman of the Midland Bank 
has been reading the new book on Money by Mr. Keynes. 
Anyway, it is a most important factor, for, as 
Mr. McKenna points out, it is only the amount of money 
currently used in buying goods and services which really 
affects the price level. “ American monetary policy 
failed to maintain prosperity, first, because it could not 
control the use of money, and subsequently, and as a 
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consequence, because it could not persuade the public 
to use the money it provided.” 

Litoyps BANK review for February examines the 
“cataclysmic depression ’’ in our largest export trade— 
the cotton industry—in an article entitled ‘‘ Rationaliza- 
tion: The Cotton Trade,” by S. S. Hammersley, M.P. 
The writer states that production costs must be lowered 
and there must be greater efficiency by the concentration 
of businesses into fewer hands. He proceeds to outline 
the financial aspects of the question and is severely 
critical of the policy of the Bankers’ Industrial Develop- 
ment Company, which policy, he states, is to assist the 
most financially embarrassed companies, which are fre- 
quently the most inefficient! We are promised an 
article dealing with the subject from the banking aspect 
in the March issue of this review. 


Foreign Reviews 


The NATIONAL BANK OF CZECHOSLOVAKIA publish 
with their bulletin for January a supplement entitled 
“Critical Survey of Authoritative Comments bearing 
upon the Analysis of the World Economic Depression.” 
This is an extremely good and concise survey of the 
events and conditions from 1914 leading up to the 
present time. A précis of it is almost impossible in 
the space at our disposal, but it is worthy of note that 
the author rightly attributes the present depression to 
a number of causes. Production not only of raw materials, 
but also of finished products increased more rapidly than 
the means of consumption. Political obstacles have 
made exchange of products more difficult. Rigidity of 
prices maintained by cartels, trusts and even governments 
have facilitated over-production. The decline in the 
price of silver has not helped the general situation, and 
conditions in Russia, China and India, embracing about 
half the population of the world, have resulted in a 
decline of foreign trade with those countries to below 
pre-war level. Unsettled political conditions in other 
countries have resulted in a lack of confidence which is 
immediately reflected in smaller trade. Another factor, 
not least in importance, is the indebtedness of Europe 
to the United States. The crisis as explained by monetary 
causes is also dealt with fully, but the author comes to 
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the conclusion that “ the assertion that the present crisis 
has been caused by the lack of gold or by its poor dis- 
tribution is in no way proved.”’ 

He finishes his article in a rather hopeless mood by 
saying that the depression “‘ appears to be an unavoidable 
event,” but offers no suggestions for avoiding similar 
difficulties in the future. He does state, however, that 
the causes should “ be accurately apprehended so that 
it may be seen where efforts should be exercised towards 
rectification ’’ in order to “ differentiate between funda- 
mental causes and symptoms.” 

It is interesting to compare this author’s views with 
those of Professor Gustav Cassel in the quarterly review 
for January of the SKANDINAVISKA KREDITAKTIEBOLAGET 
contained in an article entitled “‘ The Shortage in the 
Supply of Money.” In this article Professor Cassel 
maintains, as he has done elsewhere, that the shortage 
of gold and lack of a good monetary policy is at the 
back of the depression. He states that there is no 
foundation for the views of many people that the present 
crisis is due to over-production. Whilst we agree that 
no doubt monetary policy is one of the causes of the 
depression, we cannot agree that it is the only cause. 
Professor Cassel states, “If human requirements of 
various kinds are only provided for in proper proportion, 
a too rapid development of world economy as a whole 
is impossible ”’ and further, “‘ All that is required is that 
producers in each particular branch shall take care not 
to produce more than what corresponds to the increased 
demand which can be reasonably expected for their 
branch.’’ Whilst these remarks are very true, we feel 
that they are a counsel of perfection. So long as 
production is in the hands of individuals and companies 
working for their own profit, we cannot imagine them 
restricting their output for the good of mankind as a 
whole. 

The “ Report on the Economic Conditions in 
Germany’ for January 30, 1931, published by the 
DEUTSCHE BANK UND DISCONTO-GESELLSCHAFT, Berlin, 
contains some interesting facts about Germany’s foreign 
trade. Exports for 1930 have only fallen by some 
5 per cent. and the writer attributes it to the successful 
results of rationalization. The decline is principally 
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accounted for in the fall of exports to raw material 
countries, whereas exports to European countries are 
maintained; in some cases they show an increase, e.g. 
France. Germany has gained considerable relief from 
the fall in the price of foodstuffs of which large quantities 
have to be imported. 

The NATIONAL CiTy BANK OF NEw York review for 
January 1931, is optimistic and states that “ those who 
have broad contacts with business men over the country 
see no signs of discouragement.”’ “‘ In fact it isa common 
saying that the further one gets from Wall Street the 
less one hears of pessimism.”” The author suggests that 
the hopes for 1931 are based on depleted stocks which 
will soon have to be replenished and on the easy credit 
facilities which are available. The article is full of 
optimism for the coming year and we hope that it may 
be justified. In reading the reviews that come from the 
United States we always gather the impression that 
American business people, as far as possible, endeavour 
to look on the bright side of things and to minimize the 
evil side. This is an outlook which should certainly be 
cultivated, but when we come across prophecies as to 
the date or probable date of the trade revival we are 
indeed sceptical. 

Other articles worthy of note this month include an 
account of ‘“‘ The Dutch Coal Mining Industry ”’ in the 
January review of the AMSTERDAMSCHE BANK and the 
description of a new process for treating pyrite ore in the 
Monthly Letter of the RoyaL BANK oF CANADA. This 
process is a Canadian invention and, if taken up, will enable 
the newsprint industry of Canada to obtain their sulphur 
from national sources instead of importing it from Europe. 
The iron ore obtained from the process would supply one- 
eighth of the total annual requirements of Ontario and 
Quebec. 
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the conclusion that “ the assertion that the present crisis 
has been caused by the lack of gold or by its poor dis- 
tribution is in no way proved.” 

He finishes his article in a rather hopeless mood by 
saying that the depression ‘‘ appears to be an unavoidable 
event,” but offers no suggestions for avoiding similar 
difficulties in the future. He does state, however, that 
the causes should “‘ be accurately apprehended so that 
it may be seen where efforts should be exercised towards 
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those of Professor Gustav Cassel in the quarterly review 
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contained in an article entitled ‘‘ The Shortage in the 
Supply of Money.” In this article Professor Cassel 
maintains, as he has done elsewhere, that the shortage 
of gold and lack of a good monetary policy is at the 
back of the depression. He states that there is no 
foundation for the views of many people that the present 
crisis is due to over-production. Whilst we agree that 
no doubt monetary policy is one of the causes of the 
depression, we cannot agree that it is the only cause. 
Professor Cassel states, “If human requirements of 
various kinds are only provided for in proper proportion, 
a too rapid development of world economy as a whole 
is impossible ” and further, ‘‘ All that is required is that 
producers in each particular branch shall take care not 
to produce more than what corresponds to the increased 
demand which can be reasonably expected for their 
branch.’’ Whilst these remarks are very true, we feel 
that they are a counsel of perfection. So long as 
production is in the hands of individuals and companies 
working for their own profit, we cannot imagine them 
restricting their output for the good of mankind as a 
whole. 

The ‘‘ Report on the Economic Conditions in 
Germany” for January 30, 1931, published by the 
DEUTSCHE BANK UND DISCONTO-GESELLSCHAFT, Berlin, 
contains some interesting facts about Germany’s foreign 
trade. Exports for 1930 have only fallen by some 
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accounted for in the fall of exports to raw material 
countries, whereas exports to European countries are 
maintained; in some cases they show an increase, e.g. 
France. Germany has gained considerable relief from 
the fall in the price of foodstuffs of which large quantities 
have to be imported. 

The NATIONAL City BANK OF NEw York review for 
January 1931, is optimistic and states that ‘‘ those who 
have broad contacts with business men over the country 
see no signs of discouragement.”’ “‘ In fact it isa common 
saying that the further one gets from Wall Street the 
less one hears of pessimism.’’ The author suggests that 
the hopes for 1931 are based on depleted stocks which 
will soon have to be replenished and on the easy credit 
facilities which are available. The article is full of 
optimism for the coming year and we hope that it may 
be justified. In reading the reviews that come from the 
United States we always gather the impression that 
American business people, as far as possible, endeavour 
to look on the bright side of things and to minimize the 
evil side. This is an outlook which should certainly be 
cultivated, but when we come across prophecies as to 
the date or probable date of the trade revival we are 
indeed sceptical. 

Other articles worthy of note this month include an 
account of ‘‘ The Dutch Coal Mining Industry ”’ in the 
January review of the AMSTERDAMSCHE BANK and the 
description of a new process for treating pyrite ore in the 
Monthly Letter of the RoyaL BANK OF CANADA. This 
process is a Canadian invention and, if taken up, will enable 
the newsprint industry of Canada to obtain their sulphur 
from national sources instead of importing it from Europe. 
The iron ore obtained from the process would supply one- 
eighth of the total annual requirements of Ontario and 
Quebec. 











9 
340 
| 
| , 
ENGLAND} U.S.A FRANCE 
1928 
JANUARY .. 154-7 577-0 145-9 
APRIL 157-4 564°8 145°9 
JULY - 173-2 533-2 236°7 
OCTOBER .. 165°1 539-3 247-3 
1929 
JANUARY 154-2 540-8 263-1 
APRIL es 155-8 570-2 | 275°3 
JULY ee 154-4 596-3 | 295-2 
OCTOBER ..| 131-7 619-0 | 320-2 
| 
1930 } 
JANUARY . 150-5 601-°9 | 341-8 
FEBRUARY 150°9 611°:3 | 347-4 
MARCH... 151-9 624-5 342-9 
APRIL 156-2 620°9 341-0 
May ee 163°6 631-4 340°9 
JUNE 156-0 628-9 352-8 
JULY oe 156-3 615-1 | 355-6 
AUGUST ,, 152-6 608-5 | 370-8 
SEPTEMBER 154°5 603-0 | 382-2 
OCTOBER 155°6 611-0 395-3 
NOVEMBER 160°4 616-3 411-4 
DECEMREK 154-6 618-1 421-5 
1931 
JANUARY . 145-9 604-3 432-6 
FEBRUARY 140-4 632-1 447-9 
_ Table it 
| CLEARING BANKS 
} 
| 7 
Deposits | Cash Advances 
| | 
1928 ' 
JANUARY .. | 1,747°2 | 197-6 923-0 
APRIL 1,690°3 | 1n7-4 933-1 
JULY ee 1,748°9 193-2 932-0 
OCTOBER .. 1,752°7 192-4 937-9 
1929 
JANUARY .. 1,809°3 | 198-0 956-1 
APRIL 1,743-2 | 188-5 | 985-8 
JULY oe 1,778°2 | 189-9 985-9 
OCTOBER .. 1,764°5 | 189-2 973°7 
{ 
1930 | 
JANUARY... 1,767-5 | 192-0 969-1 
FERKRUARY 1,714°0 | 181-5 972-2 
MARCH 1622-0 | 181-2 974°7 
APRIL 1,712-0 | 187-2 968-2 
May 1,742-2 186-5 955-8 
JUNE P 1,791°8 189-6 960-5 
JULY ee 1,749°0 191:2 950°4 
AUGUST 1,767°2 | 188-0 934-3 
SEPTEMRER 1,763-9 | 186-4 926-8 
OCTOBER .. 1,791-0 183°7 922-3 
NOVEMLER 1,800 -5 188-8 9138-7 
DECEMBER 1,838°9 204-3 912-3 
1931 
JANUARY ., 1,835°9 194-6 907-4 


| 
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GOLD HOLDINGS (py 


21-0 38-9 10-0 8-1 
21-7 35-9 10-0 8-1 
22-9 35-9 10-0 8-1 
23-1 35-9 9°5 8-1 
25-8 35-9 9-5 8-1 
26-0 34-9 9-5 8-1 
28°38 36-7 9-5 | 8-1 
29-3 36-6 9°5 8-1 
33-6 87-0 9-5 8-1 
33-7 36-1 9-5 8-1 
33°7 36:1 9-5 8-1 
33-8 85-7 9-5 | 81 
34-1 35-7 9-5 8-1 
84-3 | 35-7 9-5 8-1 
34°3 35:7 9-5 8-1 
34:5 32-3 9°5 8-1 
34-6 | 32-3 9-5 8-1 
36-2 82-7 9-5 8-1 
37-0 35-2 9-5 8-1 
37-1 35-2 9°5 8-1 
39-2 35-2 9-5 8-1 
39-6 36-0 8-1 





‘y The figures are taken from the first returns of the month, exce 
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2 Excluding a small amount held in the Banking De 
3 Gold and silver holdings. 
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BANK OF ENGLA ND 





1 Average weekiy balances, nine banks. 
amalgamation of note issues (Nov. 


Diary,”’ Dec. 


circulations, 


1928 issue.) 


* Prior to November 1928, “ adjusted 


2 Average of four or five weekly returns. 
22, 1928) are not comparable with those succeeding. 
* total of bank-note and currency note 


Other Deposits 


e l 
| 


Total | fialamecs 
—— 
112-9 - 
96-6 — 
111-3 _ 
101-2 _ 
105-0 67-6 
99-0 62-6 
101°9 65-0 
| 101-4 63-6 
111-8 75°5 
91-4 55-6 
95°8 59-4 
101-7 65-2 
97-3 0-9 
99-0 63-0 
107-0 70°3 
96-3 63-0 
100-2 66-0 
95-9 61-0 
92-2 57°8 
115-6 81-4 
97°7 64°4 


Government 
Securities 
in Banking 
Depart- 
ment 


39° 


xD 


1 67 oO se ne 
S o Aer 
Se eases tose 


~ 
— 
NOoONkoOe 


w 
® 





3 
Reserve 


60-6 
63°7 


41°6 


51-4 


j 
| 
' 


4 
Notes in 
Circulation 


371 


363° 
360- 


360 


Ick 


SrowwonwO mm w~Itd9 o 


5 
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370: 


ror 
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3 The figures prior to 
(See ‘A Banker’s 











| STATISTICAL TABLES 341 
sical ig cic i gaa es 




















. 
G8 (cENTRAL BANKS Table I—cont. 
) 
MAT | ‘ | ARGENTINA 
| . | 
s38IA | POLAND |.CZECHO- ISTRIA | HUNGARY , | SWITZER- gparn Fe tt REGEN. eae 
Aig SI SLOVAKIA| AUSTR a 1UNGAR ITALY LAND SPAIN JAPAN \sascuansitiish Chieiaiibe 
: | | | | Office | la Nacion 
—— - = -_ ——— —- Raa ea ee = 
| 
19 
49f 20-0 12°1 6-7 2-4 71 49-2 19°5 103-2 108-8 96°8 
4 19°2 13-0 6-3 3-4 Yi §1°2 17°1 103-4 108-9 99-0 
qq 17°75 13-9 6-9 3:4 71 53° 17°7 103-4 108-9 | 107°2 
15*7 14-0 71 4:9 71 54°6 18°6 103-4 108-9 | 97-9 
| 
{FT ig9 0 14-3758 49 | 72 | 546 | 20-5 | 101:5 108-8 | 105-2 
4gp 19-0 14°4 7°3 4:9 | 7+3 55-4 19-1 101-5 109-0 96-1 
1" 20°1 14°5 7°3 4-9 6°3 55°8 | 19°7 101-6 103°8 92-1 
29-2 15:7 7°5 4°9 5:8 56-0 | 21:1 101-7 108-38 90-0 
4. 30-2 16-1 7°? 4-9 | 6°38 56-1 23°6 101-7 107°3 87°9 1-3 
rB) 30-2 16-2 7°7 4°9 } 5-8 56-1 22-2 99-8 98°83 | 87°9 1-3 
| af 31-0 16-5 7:7 4:9 | 58 56:1 | 22-2 97°8 93-4 | 87-9 1:3 
| M4 33-2 16:2 7°7 4°9 | 5-8 56:3 | 22-2 97-9 91°7 | 87:9 1°3 
| pg $4°3 16-2 7:7 49 | 5°8 56-3 | 22-9 97-9 89:2 | 87-9 1-3 
713 38-5 16-2 8-0 4-9 | 5°8 56°3 | 22-9 98-0 89-1 | 87-9 1:3 
18 41°7 16°2 8:0 4-9 5:8 56°3 22.9 98-0 90-2 87-9 1:3 
7-3) 48:0 16°2 8-6 4:9 | 5:8 56°5 24-2 98-0 838-9 87°9 1:3 
7g) 512 16°2 8-6 6°2 | 5°8 56-6 25°4 98-1 88-9 87-9 1-3 
gq] 512 13-0 8:7 62 | 5:8 57-2 25°4 98-2 85:1 | 87-3 0-9 
10-9 §1-1 13-0 9-2 6:2 | 5-8 57-2 26-7 98-3 84°2 | 85°5 0-3 
50°1 13:0 9-4 6:2 | 5°8 57°3 | 26°6 97-6 84°8 | 84°5 
51-1 13-0 9°4 6-2 5-8 57°3 | 28. 96°7 
51-1 13-0 9-4 6-2 5-8 57°3 26-0 95°8 | 
| 
2 foe j Denmark, Argentina and Japan, which represent the gold holdings at the end of the month, 
Table III GOLD MOVEMENTS 
|ENGtaNb | ___—CUNITED KINGDOM |_—_CUSITED STATES 
TRANS- 
Net | Net Net VAAL GOLD 
Influx (+) | Imports Exports —* (+) Imports Exports tmpeete t+) | ai ied 
| or Efflux (—) Exports (—) Exports (—) | fine ounce 
| & millions | £ millions £ millions _ £ millions $ millions | $imillions | § millions — £ millions 
| 
{ | 
1928 
JANUARY .. + 3-9 4-1 2-2 + 1°9 38-3 52-1 —13°8 3°6 
APRIL ae + 2-4 2s | *6 + 1°8 5°3 | 96°5 —91°2 3°5 
JULY oe + 21 4°9 1-9 + 3:0 10°3 | 74°2 —63-9 3°7 
OCTOBER .. — 5-2 3°38 9-4 — 61 14°3 | 1-0 +13°3 3re 
1929 
JANUARY ., - 2 2-4 «| 5°7 — 3°3 48-6 1-4 +47-2 3°7 
APRIL ee + 467 3°3 | 8 + 2°5 24°7 1°6 + 23-1 3°7 
JOLY oe —14°3 4°6 j 20-6 —16°0 35°5 “8 +34:7 3-8 
OCTOBER .. + 1°3 5°99 | 5°5 + °4 | 21°3 3°8 +17°5 3°8 
1930 
JANUARY .. + 4:0 38-6 3°3 + 5°3 12-9 8-9 + 4-0 3°8 
FEBRUARY 4-3 30 | 7°0 + 1-0 60-2 0-2 +60°0 3-5 
MARCH + 4°38 79 | 2-6 + 5:3 55°8 0-3 + 55-5 3°8 
APRIL + 6:6 8-8 3-0 + 5°8 65°8 0-1 + 65-7 3°7 
May — 6°7 ‘3 | 12-6 — 3:3 23-5 +23°5 3°9 
JUNE + 0-1 2:8 | 4°2 — 14 13°9 _— +13-°9 3°8 
JULY — 3°8 §-1 8°3 — 3-2 | 21-9 42-5 — 20-6 3-9 
AUGUST + 2:3 5-0 4-4 + 0-6 | 19-7 39°3 —19°6 3°9 
SEPTEMBER — 4°6 4°2 + 0-4 13°7 11-1 + 2°6 3-8 
OCTOBER .. + 4°83 9°3 71 + 2-2 35-6 9°3 + 26°3 3°9 
NOVEMBER — 5:0 RS “9 — 0-4 40°2 5-0 + 35°2 3-8 
DECEMBER — 8-0 8-9 161 — 7:2 32°8 36°3 — 3:5 3-9 
1931 
JANUARY ., -— 75 7°3 16-2 — 8-9 3-9 
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' LONDON | 
| at, Cate si =p Se ee ee F 
' Discount Rates Treasury Bills ( 
‘ | Day to ha w ae : : j 
canta | Bank Rate | L ae Bank Bills ais eee | Weekly Tender Amount Ly Amount | | 
oan Kate. | Smonths | 5 months | Rate | Offered Applied for i 
Per cent. Percent. | Percent. Percent. | Per cent. £ millions | ¢ £ millions 
1930 £ es da 
OCTOBER 4 3 1} 4 34 2 4 2-98 40 57°8 | 
11 3 1 2k 3t 2 2 6-62 40 55°5 | 
18 3 1% 2% 3t 21 9-11 40 61:5 | | 
om 25 3 14 2 ts 3¢ 2 1 7:87 45 64-4 | 
ee 3 1h Ad ne ae or 7 BL | | 
, i : 2 3 9-5 51: | 
x 15 3 ly ots 3h 2 4 0-3 40 54-2 | 
va 22 3 1# 213 3} 2 3 2-31 45 61-6 
Fa 29 % 2k 2% 34 2 211-12 45 55°8 
oe Sie oe oe ee eee 
. < ‘ as “64 2 7 2 2 . | 
; 20 3 1# 2% 34 210 3-41 45 59-1 | 
a 27 3 13 23 3h 2 5 2°46 40 63°8 } 
1931 
JANUARY «a 3 1% 2as - 2 : == * ty 
i7 B Hd 2it 3 2 211-22 30 33-9 
< 24 3 1} 24 3¢ 2 5 11-43 20 53-9 
‘ 31 3 14; 2% 2} 2 8 5°77 30 54-0 
3 143 2h 2 8 8-37 30 44-2 








FEBRUARY 7 .. 1 3} | 
a _ ies All figures given above, except ar Trea 




















Table V FOREIGN | EX 
DAILY | AVEF 
| | soni : : RES: Bb yeaa _ 
NEW YORK MONTREAL) PARIS BRUSSELS | MILAN ZURICH | MADRID | 
Stok | toe | Frto€ | Relgato£ | Liretog | Frtoe | Ptasto€ 
sisal a — = 
PAR OF FXCHANGE.. .. 4 864 CER 12g¢at | 35°00 | 92-40 2s°22t5 | 25°22I5 iT 
1928 | 
JANUARY ee 4-°8758 4°8848 124-00 34-963 92-17 25-302 28-504 | 
APRIL 4°8821 4-8305 124-01 34-953 92-53 25-332 29°118 | 
JULY 4-8644 4-8745 124-18 34-979 92°31 25°255 29-511 | 
OCTORER 4°8498 4-8506 124-14 34°395 | 92-61 25-200 29-970 | 
1929 
JANUARY 4°8503 4-8619 124-08 34-898 92°67 | 25-207 | 29-751 
APRIL 4°8534 4°8887 124-21 34-950 92-70 | 25°215 | 32-928 
JULY .. 4°8511 4°8766 123-88 34-911 92-74 25°219 | 33-451 
OCTOBER 4°8698 4-9243 123-89 34-874 92-99 {| 25°176 | 33°586 
| | 
} | 
| | 
1930 
JANUARY as 4-8697 4-9222 123-91 34-947 93-05 25-162 | 37-017 
FEBRUARY 4-8620 4°8982 34-901 92-86 | 25-197 | 38-289 
MARCH 4°8632 4°8744 34-887 92-849 | 25-136 39-447 
APRIL 4°8635 4°8654 34°842 92-777 25°095 | 38-946 
May 4°8590 4°7289 34-823 92-716 25-108 | 39-721 
JUNE ‘ a 48575 4: 34-829 92°759 | 25-086 | 41°347 
JULY .. we - 4°8656 4° 34-810 92-879 25°044 | 42-203 
AUGUST oe ee 4°8707 4°8 34°831 92-980 25-047 44-788 | 
SEPTEMBER 4-8614 4-8: 34°854 92-829 25-048 45°307 | 
OcTOBER 4-8591 4°8 34°845 92-804 25-020 47-141 | 
NOVEMBER ee 4°8565 4- 34-829 92-731 25-049 43-075 
DECEMBER as ee 4°8534 4-8610 34-772 92-723 25-038 45°179 
1931 
JANUARY oe ee 4°8551 4-8645 123-81 34-815 92-739 25-076 46°640 








1 The old parity of 25- 2215 was on 
2 The old parity of 25-2215 was abal 
3 Berne until November 1929. B 

4 Average Oct. 1 to Oct. 6. aD 
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NEY | RATES Table IV—cont. 









































NEW YORK PARIS BERLIN AMSTERDAM 
( | | | 
| Market } Market Market Market 
Bank Rate| Discount | Call Money | Bank Rate | Discount Bank Rate | Discount Bank Rate Discount 
= \ Rate | Rate | Rate Rate 
8 Percent. | Percent. | Per cent. Percent. | Percent. Per cent. | Per cent. Per cent. Per cent. 
- ee eS Ook ae a ” : cei | = 
2 1# + 1 | 4 3% 3 | 1% 
24 1 2 24 1# 43 43 3 | 1tt 
| { | 2 1H 2 2+ 133 5 5 ; 6Ud|lClUG 
2b 1 2 2t 2 5 4it 3 | 14 
| 2 1H 2 24 2 5 4h 3 | 1t 
2) 1# 2 2 2 5 4% 3 lt 
2) 1# 2 2% 2 5 43 d | 1 
23 1# 2 24 2 5 43) 3 127 
21 1# 2 24 2 5 44 3 et 
24 1# 2 23 2 5 44 3 ls 
24 1% 2:55 23 $ 5 43 3 14i 
2+ 1% 25 24 2 5 4ii 3 li 
23 1% 2 28 2 5 45 3 144 
2 1# 23 2% li 5 4% 3 1# 
2 1# 14 2 1# 5 4 ii 3 1# 
2 1 1} 2 2 d 4} : 14% 
2 1% 14 2 2 5 43 2H 1% 
2 14 14 2 2 5 4it 24 | 133 
| 2 18 1} 2 2 5 | 46 | 2 | l&s 
hoseoi | Treasury Bills, are averages of dally rates. 
EXCHANGES Table V—cont. 
AVERAGES 
AMSTERDAM, BERLIN | PRAGUE WARSAW |STOCKHULM| BOMBAY | KOBE } RO, Tito | syn 
| Ts) 
| FLto€£ Rmk. to £ Kronento£)| Zlotyto£ | Kr.to£ d. per Rupee | d. per Yen. d. pe d. per 
Set OE Cea RAiz - _ Seen tach , Milreis. Goid Peso. 
12°107 i 20°43 | 164°25 } 43°38 | 18159 18 | 2458 | 5°8997 | 47°619 
| | me a = ee oe ~ 
| 12-087 | 20-461 164-49 43-505 18-138 | 18-09 23°10 5-918 47-83 
| 12-111 20°412 164-71 43-505 18°184 18-00 23°47 5-923 47°31 
| 12-084 20-384 164-12 43-500 18°161 | 17-91 22°65 5-902 47-43 
| 12-096 | 20-364 163-63 43-313 18-138 | 13°06 22°88 5°918 47°3 
| | | 
| | 
| 12-091 20-402 163-83 43°313 18-138 18-06 22°55 5-905 | 47-41 
} 12-090 20-475 163-89 43-313 18-173 | 17°96 22-08 5°869 47°28 
|} 12-086 20-359 163 -87 43-308 18-098 17°82 22-54 5-873 | 47°23 
|} 12-098 20-397 164-42 43-413 18-141 17°87 23°58 5-860 46°82 











12-102 20°387 164-56 43-398 18-136 | 17-93 24°25 45-04 
lz- | 20-366 164°25 43-368 18°124 | 17°91 24-28 42-70 
| 12°12 24 20-382 164-11 43-3381 18:105 | 17°86 24°38 42-24 
| 12-098 20°375 164-17 43-416 18-092 17°86 24°38 43°71 
| 12-081 20°365 163°97 43°353 18-111 17°83 24-39 43-04 
} 12-086 20°368 163-78 43°345 18°095 | 17°82 24°53 41°65 
12-093 20-383 164-06 43-382 18-097 17°82 | 24°39 40°50 
12-089 20-388 164-18 43-413 18-112 17-79 24-37 40-66 
12-067 20-407 163-82 43-376 18-093 17°79 24-41 40°37 
12-061 20-412 163-78 43-375 18:095 | 17°82 24°52 38°49 
12-082 20-380 163-79 43-371 18-101 17-79 24°50 33°65 
12-061 20-369 163-7 43-352 18-104 17°78 24°53 37°39 
| 12-066 20-419 163-91 43-312 18-138 17°78 24°48 4°461 34°49 
738 abandoned as from June 25 , 1928. 
"a8 abandoned as from December 22, 1927. 


\ 
6. Banks closed during remainder of month. 
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Table VI BRITISH TRapp) AN! 
COAL PIG-IRON (1) | STEEL (1) | ; 
E rt 7 
Production (including Furnaces = | Production Production | { 
ast 
Millions of Millions of at — | Thousands of Tiemante a] 
Tons Tons mon | Tons Tons 
ot - 
1928 
JANUARY .. ‘ ss ic aa 21-5 4°3 148 560 626 
APRIL «s . _ ; 18-2 4-0 149 563 644 
JULY x a win os 18-1 4-5 131 538 667 
OCTOBER .. ‘ ae a6 21-3 5:1 136 | O44 756 
1929 | 
JANUARY .. , - no ba 22-4 4-9 139 | 564 765 
APRIL... in. 20-9 5-0 152 «| ~— 611 809 
JULY ‘ni ; aha ink i 21-1 6-3 167 } 672 805 
OCTOBER .. ‘A , ‘ Be 23-0 6:2 166 | 689 890 
} 
1930 
JANUARY .. re i - ‘ea 23-8 5°9 159 650 771 
FEBRUARY .. se we i R 21-7 5-0 162 | 607 776 
MARCH ° me ve ow an 22:4 5-0 157 666 826 
APRIL aie a am ‘ a 19-7 4-6 151 620 | 696 
May ° a ve os os 21-3 5-3 141 615 692 
JUNE a hi ave “s ne 16:9 4-2 133 563 | 600 
JULY - aa cs ea sc 18:7 4-9 105 486 621 
AUGUST... ws <n Ret ‘ 17°9 4°3 104 417 451 
SEPTEMBER a a ‘a a 19-6 5-0 104 | 425 | 581 
OCTOPER .. on jos ‘<a 21-0 5-1 96 | 415 | 512 
NOVEMBER a2 ‘ia 19°8 4-4 92 | 384 | 434 
DECEMBER .. ‘a a ae ik 20-7 4°6 76 350 337 
1931 | 
JANUARY .. ‘i ee ee os | 3-6 83 | 337 | 402 
! ! 
ae earn issn a . 
(1) Returns issued by & 
Table VI_ BRITISH TRADE AND INDUSTRY—cont. 
sae 15 fa ; ; e 
OVERSEAS TRADE } BANK CLEARINGS UNEMPLOYMENT | ; 
i = pres , : 7 ’ i 7 { ae 4 Index of 
} 2 j ai Percent- | Numbers Produc- 
Imports | Exports |Re-exportx| London _ Provincial Total ee ageot | on Live tion 
“ Country”! | ative insured | Register (Quarterly) 
Total persons 
£ £ £ £ £ £ £ unem. | 00's 1924 = 100 
mihions millions | millions | millions | milhons | millions millions ployed | omitted 
1928 | 
JANUARY 100-4 59°7 10°3 10°3 5°38 16-1 19-0 10-7 1,204 105-7 
APRIL... 96°38 55°3 11-0 10°5 6-0 16°5 19-2 9°5 1,081 103-7 
JULY a 95°5 60°9 8°5 10°2 5°5 15-7 18-5 11-6 1,259 95:4 
OCTOBE?.. 102-7 64°3 8-9 10-2 5-4 15°6 18-8 11-8 1,339 105*2 
| 
192 | 
JANUARY 116-1 66-9 9°38 10-4 5-5 15-9 19-1 | 12:3 | 1,427 108-3 
APRIL .. 104°2 60-2 10-4 10°5 5-3 15°8 19-0 9-9 | 1,159 11l-v 
JULY ee 93°6 66-5 8-0 10°3 5-4 15:7 19-0 9-9 | 1,140 108°2 
OCTOBER.. 110°3 64°6 9: 10°3 5-1 15-5 18-9 10-4 | 1,218 1l4-s 
| 
1930 | 
JANUARY 101-9 58-3 8-2 10-4 5-0 15:4 19°5 12-6 | 1,481 
FEBRUARY 88-2 51-9 8-6 9°8 §°1 14°9 19-4 13°1 | 1,518 109-6 
MARCH ,. 93-4 53-9 7:7 9-8 5-0 14°8 19-+8 14-0 | 1,610 
APRIL. 83-9 46-9 7-8 10°4 4-7 15°1 20-3 14°6 1,678 
MAY ee 91-0 51-0 9-1 9-8 4-3 14-1 19-2 15-3 1,745 100-9 
JUNE ee A354 42-8 7*9 9-2 4-2 13°4 18-5 15°4 1,841 
JULY ee 85-2 50-7 6°7 10-0 4°3 14°3 19-9 16°7 1,964 
AUGUST ee 79-9 42°8 6-3 9-0 4-0 13°0 18-3 71 2,036 90-7 
SEPTEMPER 73-7 42-7 5-4 8-6 3°7 12-4 17-8 17°6 2,115 
OCTOBER. 90-9 46°9 7°2 9-6 4-0 13-5 19-9 18-7 2,200 
NOVEMIER 79:4 44-1 6°38 9-4 4-2 13-6 20-2 19-1 2,274 93°5 
DECEMLER 59-6 38°5 5°2 9-4 4° 13 7 zo-y 20-2 2,393 
1931 | 
JANUARY 75°6 37-6 | 6:0 9-9 4-2 14-2 22-1 21-5 2,614 
1 Dai! y averages. 2 “Country ” clearings at London Clearing House. 3 Total clearings (London 


‘Country’ and Provincial) adjusted, for comparative purposes, by application of Board of Trade index 
number of wholesale prices (1924 = 100). 4 Average of four or five weekly returns. 5 Reprinted by courtesy 
ot the London and Cambridge Economic Service. 
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RADE AND INDUSTRY Table VI—cont. 
|| geet EOF . MACHINERY COTTON WOOL 
| Exports of | Exports of EK — of Exports of Exports of 
| Imports Exports Imports Exports Yarns | Piece Goods Tops Wool and Wool and 
. { | Worsted Worsted 
Yarns Tissues 
Thousands Thousands £ £ a of Milian of Millions Millions Millions of 
of ‘Tons of Tons thousands thousands | of Lbs. of Lbs. Sq. Yds. 
ened a Ee ! | sind + ae 
| 
234 | 832 1,345 | 4,805 14°9 337-4 2-8 4-0 16-9 
253 } 344 1,464 | 4,143 13°38 314-8 2-9 3-7 10-0 
219 333 1,461 4,567 11-4 335-6 2°6 4°2 18-0 
261 377 1,488 4,402 15-1 334-0 2°5 4°5 12°7 
244 421 1,627 5,078 16-9 379-3 3°1 3°6 18°6 
262 340 | 1,574 4,151 13-1 349°4 2-4 3-0 9°5 
23 376 1,687 | 5,066 15°0 355-4 2°2 5-1 17°5 
248 390 1,724 | 4,803 13°5 265-8 3°3 4°5 1l-1 
| | 
| 
310 352 | 1,514 4,456 | 13°2 H 313-2 | 2:7 3°7 14°1 
259 294 1,520 | 4.274 | 12-2 209-5 1-9 3-0 13-0 
280 338 1,712 4.224 12-7 281°3 2-5 3-0 9-8 
234 268 1,699 3,861 11°5 217-0 2°4 3°0 7°0 
234 295 1,853 | 4,471 12-4 218-1 1:9 2°5 7-9 
215 251 | 41,476 | 3652 {| 10-7 | 158-7 | 22 | 2-4 6°6 
199 303 | 1,415 4,440 | 11-0 197-4 2-7 3-2 10-1 
195 219 H 1,405 | 3,507 | 10°2 | 168-0 2°3 3-1 11-0 
224 | 200 | 1,214 | 3,061 9-1 142-7 2+1 3-1 9°6 
264 | 264 | 1,499 4,128 pt ed 150-3 3-1 3°6 8-7 
210 204 ] 1,145 | 3,520 11-0 130-3 5 3°8 8-3 
283 170 1,460 | 3,332 | 11°6 130-2 2:4 2°8 7°5 
| 
| | j 
22 j 3,280 11°3 155°6 2°4 | 2°4 10°4 
| | | : 
GERMANY | FRANCE ITALY 
Se | Cost of | 
Wholesale 1 | whotesate| Whotesate | ‘iets | Whotesale Cost of | Wholesale| Cost of 
[a a (Depart. | Statis- | (Statis- — Living | Living 
| % | Living mentof | tisches | tisches | sane (Gaatis- 
Board of ; “‘ Econ- | (Ministry| Labor) |Reichsamt} Reichs. | Générale) | aque | 
Trade | omist” of Labour)| } amt) | Gén erale) | 
1913/14 (Jan .-July) 
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} 1913= 100 1913 = 100 | 1014 = 100 | 1913 = 100} 1913 = 100 = 100 
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the National Federation of Iron and Steel Manufacturers. 
Table VII COMMODITY PRICES 
UNITED KINGDOM rz v.8.A. | 


1928 | 
JANUARY .. 141-1 | 141°5 166 138:°0 138-7 | 150-8 | 606-7 507 134°3 145 
APRIL oe 142-9 , 145-7 164 139°5 139°5 150-7 623-8 519 134-7 145 
JULY ee 141-1 141-9 165 140-8 141° | 152-6 | 623-8 519 132-6 143 
OCTOBER .. 137-9 | 136-9 167 | 140-1 140-1 | 152-1 | 617-0 531 133°5 144 

| 

1929 } j 
JANUARY .. 138°3 , 136-1 165 139-3 138-9 | 153-1 | 630-6 547 134°7 | 148 
APRIL 138-8 | 135°0 161 138°7 137-1 | 153-6 | 626-7 556 133°8 150 
JULY 137-4 134-6 163 140-4 187-8 | 154-4 | 613-0 555 129°5 148 
OCTOBER 36°1  129°6 167 138-0 137-2 | 153-5 | 589°5 565 127°6 149 

| 

1930 | | 
JANUARY 131-0 123-7 164 133°8 182-3 | 151-6 ; 663°5 ) 123-0 | 150 
FEBRUARY - 127°38 121-0 161 131-9 | 129-3 150°3 564-4 f 565 120-7 148 
MARCH 124°5 119-4 157 130-1 126°4 148°7 552-8 118°5 147 
APRIL 123°7 117-2 155 129-9 126-7 147-4 h4n-4 116°6 146 
May. 122°0 115°8 154 127-7 125-7 146-7 641-5 > 572 114-1 144 
JUNE 120-7 113-2 155 124°4 124-5 147-6 532-7 =| J 112-0 | 145 
JULY 119-2 111-5 157 120°3 125°1 149-3 537°6 109-0 | 145 
AUGUST ‘i 117-8. 109-3 157 120-3 124-7 | 148-8 531-7 592 109-3 | 144 
SEPTEMBER... 115°5 105-2 156 120-6 122-8 | 146°9 | 523-9 108-1 | 148 
OCTOBER 113-0 104-0 157 118-3 120-2 | 145°4 | 508-2 \ 104-9 | 143 
NOVEMVER.. 112:0 101-9 155 115-2 120-1 143-5 403°5 597 102-9 143 
DECEMBER .. 108-9 98°7 153 112-3 117-8 | 141°6 |) 437°6 J 100-1 141 

1931 | } 
JANUARY .. 106-9 95-3 | 152 115-2 | 140°4 | 483-7 

1 The indices, which are for the lst of the month, are entered for the previous month to facilitate 
comparison. 


* Geld index. 
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Company Meeting 


THE GAS LIGHT AND COKE COMPANY 





SERVICE TO CONSUMER 





PROTEST AGAINST MINISTERIAL PROPAGANDA 





HE two hundred and twenty-fourth 

ordinary general meeting of the Gas 

Light and Coke Company was held 
at Horseferry Road, Westminster, on the 
6th February. Sir David Milne-Watson, 
LL.D., D.L. (the Governor), presided. The 
Secretary (Mr. W. L. Galbraith) read the 
notice convening the meeting. The report 
and accounts were taken as read. 

The Chairman said: I propose first to 
deal with the capital account. We have 
expended during the year a total of 
£1,005,000. We have depreciated our ships 
and stoves by £117,000, making a net 
increase in the capital of £888,000. 

Expenditure this year has been excep- 
tionally heavy, partially due to the large 
number of mains which have had to be laid 
in the areas we have taken over in recent 
years—Brentford, Grays and Pinner—and 
also to the work we have done at the request 
of the Government in respect of gasholders, 
mains and other plant. 


AN EXCEPTIONALLY MILD YEAR 

You will have seen from the report that 
we have experienced a decrease in business 
of 24 per cent. During the second half of 
the year the increase in our business was 
normal, but it was not sufficient to make up 
for the decrease in the sales of gas during 
the first part of the year when we experienced 
exceptionally mild weather. In the year 
1929 we had an abnormal increase in the 
first six months of over 8 per cent. owing 
to the severe climatic conditions then pre- 
vailing and, therefore, it was only to be 
expected that with a mild winter in the 
following year there would be a falling off 
in gas sales. There is no reason, therefore, 
for anxiety with regard to the Company’s 
position. During the year we had an addition 
of 25,000 consumers and sent out 90,000 addi- 
tional gas appliances. This is eminently 
satisfactory, and in due course we shall reap 
the reward. 

The decrease in gas sales cost the Company 
£180,000. 

The cost of coal was more by £75,000, due 
chiefly to the fact that the percentage of 
coal gas made was larger than in the 
corresponding period. This led to a reduc- 
tion in the proportion of water gas made 
and there was a saving of £52,000 on oil. 

SERVICE TO THE CUSTOMER 

The large figure spent on repairs and 
maintenance of mains and service pipes, 
repair and renewal of meters and stoves is 
an indication that the Company is pursuing 
its established policy of giving satisfaction 
to its consumers. Rentals of meters and 
stoves show a satisfactory increase. With 


regard to residuals, coke and breeze show 
an improved position, having brought in 
over {100,000 more. 


Tar and its products 


were not so satisfactory, and the revenue 
from them shows a reduction—a matter 
which we hope may be remedied in future 
years. The one feature which is thoroughly 
unsatisfactory is sulphate of ammonia, on 
which in 1929 we made a profit of £77,000 
and last year a loss of £16,000. For this 
unpleasant result the Company is in no way 
responsible, 


THE RESULT OF THE YEAR’S 
WORKING 


The balance transferred from revenue to 
profit and loss was {1,810,000 as against 
£1,883,000 for the previous year. This 
balance, after allowing for interest on bor- 
rowed money and dividends distributed in 
respect of the June half-year, leaves £804,000, 
from which to pay dividends for the 
December half-year. 

This enables us to declare the usual 
dividends on the 4 per cent. Consolidated 
Preference Stock and the 34 per cent. 
Maximum Stock, and a dividend at the rate 
of £5 12s. per cent. per annum on the 
Ordinary Stock. These dividends leave 
£122,000 to be carried forward to the credit 
of the current year’s account, as against 
£160,000 last year. 

EXPEDITING CONSTRUCTIONAL 

WORK 


In the summer of 1929 we were approached 
by the Government and asked whether we 
would put certain constructional work in 
hand at an earlier date than otherwise, on 
the understanding that the interest on the 
money so expended would be found for us 
for a period of years. We agreed, and 
accordingly we are in the process of expending 
some {500,000 or {600,000 on plant which 
will, of course, be ultimately needed. The 
work is proceeding rapidly and the expendi- 
ture for the year is included in the capital 
expenditure already referred to. 

You will realize that during the past year 
we have not been idle but have been pressing 
forward with work for the ultimate benefit 
of the Company. In this connection we are 
actively continuing our research work, 
without which little real progress can be 
made. 

LOW TEMPERATURE CARBONIZATION 


The low temperature plant at Richmond 
has been operated during the year, and we 
have come to an arrangement with the 
Government department concerned to carry 
on work there for another year. ‘‘ Gloco,”’ 
the smokeless fuel produced, has_ been 
generally considered satisfactory. Unfortu- 
nately, however, the process has not been 
a commercial success. The tar produced 
has been found unsuitable for roadwork and 
is only at present saleable for fuel. Research 
is being actively carried on, however, in the 
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hope of finding some better use for this 
product. 

The Coal Mines Bill has now become an 
Act, but it is perhaps too early to say what 
its effect will be so far as the gas industry 
is concerned. 

FURTHER AMALGAMATIONS 
PROPOSED 

The Company is promoting a Bill to 
provide for the transfer to this Company 
of the undertakings of the Southend-on-Sea 
and Brentwood companies and for such other 
purposes as will be explained to you at the 
extraordinary general meeting to follow at 
the close of this meeting. 

During the autumn we made an issue of 
24 million 44 per cent. redeemable debenture 
stock, which was applied for no less than 26 
times over. It is very gratifying to find that 
the public hold gas stocks in such high repute. 
A PROTEST AGAINST MINISTERIAL 

PROPAGANDA 

I should like to draw your attention to a 
subject on which we feel very strongly, 
namely, the boosting that is being given to 
electricity by the Government and many 
local authorities. I am not complaining 
particularly of this Government, as we 
experienced the same thing under the previous 
Government, and apparently it is becoming 
the common practice in Government circles, 
whatever their complexion. Recently we 
had the spectacle of the Minister of Transport 
holding meetings in the cities of London, 
Manchester, Leeds and Glasgow, and I wish, 
on behalf of this Company and the industry 
generally, emphatically to protest against 
his action. 

It is grossly unfair that a Minister of the 
Crown, whose duty surely it is to be impartial, 
should so far forget his public position as to 
come forward as special pleader for a 
particular industry, and not only recommend 
the use of electricity in general terms but 
advocate the installation in particular of 
electric fires and cookers for domestic use. 
We may ask ourselves how a Minister of 
the Crown thinks that he is benefiting the 
country by advocating the displacement of 
gas fires and cookers by electric fires and 
cookers. What advantage is it to the 
unemployed of the country if a gasworker 
is put out of employment in order that an 
electrician may be found work ? 


STRANGE IDEAS OF “FAIR PLAY” 

It will be a bad day for Governments and 
for industry if this precedent is followed, 
and if Ministers of the Crown are engaged 
in boosting and advertising particular trade 
interests to the detriment of others. What 
would be said if the President of the Board 
of Trade were to stump the country in 
support of gas at the expense of electricity, 
or. in favour of motors as against railways ? 
Not long ago the Minister of Transport, in 
speaking at a public meeting, called attention 
to the way the gas industry fought, and 
apparently he thought he was making the 
amende honorable in so doing, very much as 
if a warrior, after beating down an opponent 
by unfair means, called upon his followers 


to admire the fortitude and fighting qualities 
of the man he was trying to destroy. No! 
These are not our ideas of fair play. The 
unfortunate part of it is that the injustice 
does not end there, as the example set by 
a Minister of the Crown is followed by local 
authorities owning electricity undertakings 
where, taking heart no doubt from the lead 
given them, they do everything in their 
power to prevent the tenants of their housing 
estates from using gas. 

The following letter was recently addressed 
to the tenants of council houses by the clerk 
of a corporation in the north of England :— 

“It has been brought to the notice of 
the corporation that the gas company 
have been canvassing tenants of the 
corporation houses with a view to 
having gas installed. I am, therefore, 
instructed to inform you that, by the 
terms of your tenancy, you are not 
entitled to agree to the gas company 
installing gas in your premises, without 
the previous consent, in writing, of your 
landlord, the corporation. In no cir- 
cumstances, therefore, must you permit 
gas to be installed in your premises. 
If this is done, it will be regarded as a 
breach of the conditions of your tenancy 
and the council will be compelled to 
serve notice to quit and take steps to 
obtain possession of your house.” 

In a part of our own district, the local 
council concerned, who are the landlords, 
went so far as to ensure that the gas pipes 
which had been installed in the houses 
should not be used for a gas supply for any 
purpose by taking the extreme step of 
filling these pipes with liquid cement. 


IS THIS A FREE COUNTRY? 

We rub our eyes and wonder if we really 
live in a free country. This conduct is all 
soun-British. Itis a breach of two principles 
to which we have laid claim with pride in 
this country—first, liberty of the subject 
and, second, unbiassed administration of 
their districts by the local authorities—and 
strong steps ought to be taken to prevent its 
continuance. When one reads of all this 
activity on the part of this particular 
Minister, one begins to wonder whether an 
element of doubt is creeping into the minds 
of those responsible as to whether the 
electricity scheme is going to be the financial 
success promised. Will the Government be 
called upon ultimately to implement the 
guarantee they have given? Might not this 
account for some of the desperate remedies 
adopted and for the abnormal activity of the 
Minister of Transport at the present time ? 


THE COMPANY’S FOUNDATIONS 
SOUND 

Coming back to our Company, I may say 
that I consider our business sound to the 
core, and, provided the dice are not loaded 
against us with regard to boosting electricity 
and that the price of coal is not unduly 
increased by Government intervention, the 
prospects of the Company are excellent. 

The report and accounts were adopted 
unanimously. 
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Company Meeting 
SOUTH METROPOLITAN GAS COMPANY 





HOUSING ESTATES AND GAS SUPPLIES 


GOVERNMENT’S ATTITUDE TOWARDS GAS INDUSTRY 





South Metropolitan Gas Company 
was held, on February 4, at the 
Cannon Street Hotel, London, E.C. 


Dr. Charles Carpenter, M.Inst.C.E. (the 
President), in moving the adoption of the 
report and accounts, said: The working 
results of the undertaking for the past twelve 
months are typical of many that have 
preceded them, and we might congratulate 
ourselves upon what we have accomplished 
were it not for the unprecedented happenings 
with which we are confronted, as, indeed, is 
the case with every other gas company in 
the kingdom. 

The payment of the dividend at the rate 
of 1} per cent. above the basic rate of 5 per 
cent. carries with it the obligation to divide 
among our employees a co-partnership bonus 
amounting in the aggregate to £83,874. 

I have come before you with stories of 
labour troubles (not, I am proud to say, our 
own), strikes of miners, or of transport 
workers, shortage and high prices of coal, 
disappearing dividends under war conditions, 
inability to maintain our work and plant in 
times of war, and the hampering effect of 
the legislative fetters upon our business. 
But I have never come with such a serious 
condition of things to place before you as I 
must now endeavour to do. 


T"s ordinary general meeting of the 


ELECTRICITY AND GAS 


These two great industries of gas and 
electricity supply have gone on developing 
side by side, each recognizing that there 
were fields of usefulness for both, and each 
recognizing that both forms of energy 
possessed advantages and disadvantages 
peculiar to themselves, and each by its 
commercial and scientific activities stimulat- 
ing its competitor. 

Now, commercially, it is easier to advertise 
electricity than gas. We know quite well 
that it is only necessary to call a body-belt 
or a hair-brush “ electric” to ensure for it a 
ready sale. Gas has no such advantage; it is 
neither novel nor fashionable any more than 
is ‘‘ Shanks’s pony” as a mode of locomotion. 
Even so, and if gas undertakings are not 
wholly free from blame by reason of the fact 
that they have not used systematically and 
scientifically the medium of advertising, the 
fact remains that there are many people 
to-day who continue to use gas-lighting, not 
because they cannot get electricity, but 


because they prefer the pleasant warmth and 
soothing light of gas. 

It is possible that this omission to advertise 
the acknowledged advantages of gas-light is 
partly, though certainly not wholly, respon- 
sible for what I will call the official and, 
indeed, the Governmental attitude today 
towards gas undertakings. In a recent letter 
to the Press, Lt.-Col. Ogilvie records the fact 
that in nearly 100,000 municipally-owned 
houses in this country the tenants are 
not allowed to choose the form of lighting or 
heating they prefer. He states that in 
thirteen areas the Local Authorities have 
prohibited the use of gas for any purposes 
whatever on their estates, and in forty-seven 
other cases specific uses of gas, that is, for 
lighting or heating, are forbidden. 


This serious state of affairs has been 
developing, too, in this company’s area, and 
while we were considering what we could 
do to meet this new and unprecedented 
situation, some of our employees took the 
matter into their own hands, and, having 
regard to the seriousness to them of any part 
of our business being compulsorily shut 
down, decided first to form from among them- 
selves a small committee and then to get 
into touch with London County Councillors 
and Members of Parliament representing 
districts in which our employees were 
interested, either as workers or dwellers. 


MINISTER OF TRANSPORT’S REPLY 


Amongst others they wrote to the Minister 
of Transport. I will not trouble you by 
reading the whole of the letters passing 
between these workpeople and the Minister, 
but I must quote from one. The Minister 
says, inter alia, ‘“‘ I am inclined to the opinion 
that the South Metropolitan Gas Company 
is employing somewhat undesirable means in 
furthering the interests of a particular com- 
mercial undertaking. Provided the public 
interest is served, I have every desire in 
public matters to be fair between the various 
industrial undertakings, but the South 
Metropolitan Gas Company does not ease the 
difficulties which arise out of the competition 
between gas and electricity by employing 
political methods of furthering trade interests 
(using their employees in the process) on 
lines which were alleged against the brewers 
before the war. At any rate, so far as I am 
concerned in my public work, I shall continue 
to be guided solely by the furtherance of the 
public interest, and I will not submit to 
attempts at intimidation, however scientific, 
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made by political pressure of commercial 
undertakings.” 

Now, I must confess my complete ignorance 
of what the brewers were alleged to have 
done before the war. I am not like the 
Minister of Transport—a politician! I 
make the confession here to you, ladies and 
gentlemen, that I have never meddled in 
politics, and if that implies any discredit and 
lack of a quality which should be possessed 
by the head of your undertaking, I can only 
plead in extenuation that for over half a 
century I have been too deeply engaged 
in the scientific and technical development 
of a public utility undertaking in which I 
found myself as a young man, with ideals 
of the supply of pure and cheap gas, and the 
furtherance of the social and physical welfare 
and health of the employees engaged therein. 

There is not a shadow of truth in the 
suggestion of the Minister that what has 
happened is of political origin engineered 
by this company. What did happen was 
that our employees took alarm over the fact 
that one Municipal Housing Committee after 
another declined the offer of this company 
to take the chance of the business it could 
get, and completely to pipe the newly 
constructed houses free of cost to tenant or 
owner. This privilege—for, of course, it was 
one—the Councils, being the property owners, 
refused, their attitude being quite different 
from that of the ordinary estate builder, who 
is quite content for the pipes and wires to 
go in while building is in progress. 


It is curious and certainly significant that 
the Councils should have taken up so peculiar 
an attitude. The proffered service of gas 
facilities would cost them nothing. Their 
tenants are unrestricted in the use of coal 
or oil; they may consume either in the 
Municipal tenement; but gas, No! I cannot 
help thinking that in some way or other this 
attitude may have been inspired in some 
measure by Whitehall. 

It is true that in a speech made at Wool- 
wich a little over a year ago by the Minister 
of Transport upon the development of the 
electrical industry, he is reported as saying 
that “‘he was not attacking or seeking to 
minimize the great gas industry, one of the 
most progressive industries in the country. 
There was room for both, and the electrical 
industry would be wise if it learned much 
from the enterprise and initiative of the gas 
supply industry.” ‘‘ Room for both,” said 
the Minister of Transport ! 


The Minister of Transport is a member of a 
Government which stands for freedom for the 
citizen, justice and fair play. The gas 
industry of to-day does not need theassistance 
of Government credit to carry on and 
develop its business. It never has. Cannot 
State-supplied credit be more properly 
applied to find work for the unemployed ? 
Must industrious Peter be destroyed in order 
to make work for unemployed Paul ? 


The report and accounts were unanimously 
adopted. 





Sank Meeting. 
BRITISH AND HUNGARIAN BANK, LTD., BUDAPEST 





BALANCE SHEET ITEMS 


FURTHER DEVELOPMENT 


HE Final Accounts have been laid 

I before the meeting of the Board of 

Directors on February 12th, 1931. 

The Balance Sheet figures show a further 

development of the general business of the 

bank. The following are the main Balance 

Sheet items as of December 31st, 1930. The 

respective figures for 1929 are quoted in 
parenthesis :— 


PROFITS AND ALLOCATIONS 


Gross profits, P. 8 millions (P. 8-1 millions). 
Net profits, P. 3,408,055-38 (P. 3,482,618-92). 
Therefrom on 460,000 shares 11 per cent. 
dividend will be paid, i.e. P. 5-50 per share, 
being altogether P. 2,530,000 (last year on 
360,000 shares, P. 7 each, i.e. 14 per cent., 
totalling P. 2,520,000). Allocations: to 
reserve fund, P. 250,000 (P. 250,000), and to 
pension reserve, P. 325,000 (P. 325,000). 
Balance carried forward to 1931, P. 183,348 
(P. 172,161). 


BALANCE SHEET 

Own capital, P. 40 millions. Deposits 
and creditors, P. 146-5 millions (P. 132 mil- 
lions). Own Dollar and Pound Sterling 
mortgage bonds outstanding, P. 11-1 mil- 
lions (P. 11-3 millions). Cash in hand, 
P. 15-7 millions (P. 12-4 millions). Bills, 
P. 64:4 millions (P. 63 millions). Turnover 
of bills discounted, P. 358 millions (P. 315 
millions). Advances on securities quoted on 
the Stock Exchange, P. 2-1 millions (P. 3-1 
millions). Advances on grain, P. 9-1 millions 
(P. 4 millions). Debtors, P. 69-6 millions 
(P. 65-1 millions). Sinking fund mortgage 
loans, P. 12-4 millions (P. 12-6 millions). 
Total of balance, P. 211-5 millions (P. 196-3 
millions). 

Stocks and securities held have been in- 
cluded under observance of the same severe 
estimates as in the past. Naturally the very 
considerable fall in prices caused by Stock 
Exchange depression, has been fully con- 
sidered in the Balance Sheet. 
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Progress in Life Assurance 
By F. G. Culmer 


HE statistics of new Life Assurance business 
effected in 1930 are calculated to make a very 
favourable impression. Notwithstanding the de- 
pression in trade and industry which prevailed throughout 
the year, there was a notable increase in the volume of 
Life Assurance taken up by the public, and a considerable 
number of the Life Offices have established new records 
in connection with the total amount of Ordinary Life 
Assurance business for which they issued policies. 

While comment is frequently made upon the fact that 
the American and Canadian public are morehighly assured 
than the people of the United Kingdom, that is an 
uneconomic circumstance for which the Life Offices can 
scarcely be held responsible. That this is not a mere 
figure of speech can be proved by the various new and 
decidedly attractive forms of policy which were intro- 
duced to the assuring public last year. In this respect 
1930 was a year prolific in the formulation of new ideas 
and the development of old ones, and the results of the 
campaign clearly indicate a keener appreciation on the 
part of the British public of the value and advantages 
of Life Assurance. 

In the following table it will be seen that out of 
37 companies, only eight failed to transact more business 
in 1930 than in 1929. The amounts tabulated refer 
exclusively to Ordinary life business. 

The list does not, of course, exhaust the number of 
companies transacting Life Assurance business in this 
country, but it will suffice to give a comprehensive idea 
of the progress which was made last year. Out of an esti- 
mated new business total of about {160,000,000 effected 
by the whole of the British Offices, the sums enumerated 
above aggregate over £130,000,000, and they represent 
an increase of more than 3 per cent. upon the total figure 
for 1929. 

Singular as it may appear, there has not been such 
progress made in the United States in regard to the 
volume of new Life Assurance. From advices already to 
hand it would seem that, proportionately, the decrease in 
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Atlas 
Alliance 
Britannic ea 
British Equitable 
British General 
Caledonian 
: ‘lerical, Medical and Gener: al 
Commercial Union 
Equitable Life 
Equity and Law 
Friends’ Provident and Ce nturs 
General Life .. 
Gresham Life 
Legal and General 
Life Association of Scotla nd 
London Assurance 
London Life 
National Farmers Union Mutual 


National Mutual Life (of London) .. 


National Mutual of Australasia 
National Provident .. 

Pearl 

Phoenix ; 

Provident Mutual 

Prudential 

Refuge , 

Royal Exchange 

Royal London 

Scottish Amicable 

Scottish Provident 

Scottish ee 

Scottish Union and N Jational 
Scottish Widows’ 

Standard Life 

Sun Life , 
United Kingdom Provident 


New Sums Assured. 


1930 


4, SN 
3,210,646 
2,517,167 
530,000 
508,154 
1,506,915 
1,913,711 
4,385,556 
975,000 
1,890,040 
1,840,728 
2,024,481 
2,285,000 
11,366,352 
1,376,289 
2,055,975 
3,120,514 
152,247 
813,403 
9,201,023 
1,637,000 
10,377,395 
2,920,000 
2,297,457 
18,800,000 
6,481,784 
2,501,344 
4,250,000 
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1,180,030 


_ 82.73 
1,700,842 
3,975,940 
965,264 
1,646,345 
1,045,544 
1,985,539 
2,240,309 
7,953,864 
1,133,540 
1,978,653 
2,927,608 
103,757 
859,635 
9,868,350 
1,245,234 
11,652,887 
2,905,830 
1,941,457 
17,606,949 
6,479,790 
2,273,997 
4,104,154 
1,235,527 
3,098,580 
1,221,840 
2,329,047 
2,899,759 
2,800,470 
16,014,342 
3,335,080 
1,149,558 


Wesleyan and General 


Life Assurance business in America in 1930 almost 
equalled the increase in this country. It is conceivable 
that losses arising out of the collapse of stock prices have 
had the same adverse effect upon Life Assurance as upon 
other forms of business activity. 

For some months past it has been apparent that 
Life Assurance has attracted the small British investor 
to a greater extent than formerly. Since the disastrous 
effects of the Stock Exchange boom of 1927-28, there is 
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no doubt that many of the public have transferred their 
attention from speculative share adventures to the safe 
investment medium of Life Assurance. They have 
evidently borne in mind the salient fact that there is no 
risk of depreciation of capital in a Life Assurance invest- 
ment. The unexampled war-time experience, and the 
later prolonged conditions of economic depression, prac- 
tically world-wide in extent, have had the effect of 
demonstrating, as little else could have done, the virtual 
immunity of such an investment to economic upheavals 
of the most drastic character. 

When one reflects upon the great financial strength 
of all the first-class Life Offices, it is clear that the 
increased support accorded to them by the assuring public 
is thoroughly justified. It was that great financial 
strength that enabled these offices to emerge from the 
devastating war period with but very little loss, and it is 
well known that they have since gained very sub- 
stantially in strength. A perusal of the balance sheets 
will suffice to show how securely Life Assurance funds 
are held, and, furthermore, how, by means of the 
uniformly sound investment policy adopted by the 
various boards of directors, Life Assurance companies 
are enabled to steer clear of a good deal of the depreciation 
to which so many classes of stocks and shares have 
recently been subject. It is not suggested, of course, 
that insurance companies can go through a prolonged 
period of economic depression without any effect upon 
the value of their invested funds, but they possess such 
strong reserves that, as has abundantly been proved 
over a very long period, the confidence of the public as 
regards the safety of their funds is never in danger of 
being undermined. 

Since the war the substantially enlarged rates of 
bonus declared by most of the Life Offices have increased 
the general popularity of with-profit assurances, and this 
is not to be wondered at, having regard to the large addi- 
tions which have thereby been made to the sums assured. 
Less than twelve months ago, however, when the standard 
rate of income tax was raised from 4s. to 4s. 6d., there 
were to be found various insurance experts who predicted 
that, owing to increased taxation, to lower investment 
yields and possibly to decreased interest revenue, the Life 
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Offices would eventually be compelled to reduce their 
scales of bonus to policy-holders. At the moment it 
cannot be said that there is any sign of that prediction 
being fulfilled. Since the beginning of this year one 
Life Office has announced an increase in its bonus rates, 
and in several other instances where bonuses were due to 
be declared, rates have been maintained. 

There has never been anything of a haphazard nature 
in the bonus policy of the Life Offices, and it is well that 
this fact should be borne in mind. Without exception, 
bonuses have never been declared unless they were 
earned. These bonuses are allotted out of the surpluses 
revealed by the valuations of assets and liabilities, and 
the amounts set aside for the payment of bonuses are 
invariably fixed on a very conservative basis. It has 
always been the professed aim of directors to declare 
only such bonuses as they could reasonably hope to 
maintain in the future. Any reduction in bonus rates 
would naturally be calculated to weaken the confidence 
of policy-holders who in the past have been allured, to a 
certain extent, by the prospect of handsome _profit- 
additions to their policies. 

A prominent feature of the past year has been the 
insistent way in which the Life Offices have endeavoured 
to make Life Assurance more popular by offering new 
forms of contracts at cheaper rates of premium. Some of 
these contracts relate to ordinary non-participating 
assurances in connection with which all the resultant 
benefits are guaranteed. Offices have vied with each other 
in reducing their rates further for whole-life assurances 
without profits, and the competition in this direction led 
the President of the Institute of Actuaries to utter a 
warning in his presidential address last October, that if 
the competitive tendency to force rates down were not 
checked, it might lead to business being transacted on 
unremunerative terms. It is certain that the public can 
now ‘avail itself of this protective type of Life Assurance 
on exceptionally favourable terms, and it would not be 
surprising to find that a greater demand for it has in no 
small measure been responsible for the expansion in new 
life assurance business during the year. 

Another conspicuous development was the introduc- 
tion by some of the larger offices of a new system of life 





355 





164 BRANCHES IN 
FINLAND 


A New Record 


was established 

in 1930 by the 
STANDARD LIFE 

ASSURANCE 

COMPANY 


by issuing policies for over 
£3,250,000 — the largest 
amount on record. 





















oO 


Capital and Reserves : 


Fmk. 426,000,000 


Oo 


KANSALLIS-OSAKE-PANKKI 


(National Joint Stock Bank) 


Head Office: HELSINKI 


(Helsingfors) FINLAND THE STANDARD 


has special schemes for Bank 
Employees ; 

is the best British Office 
for Annuities ; 





issues the newest class of 
policy —-The Annual Cash 
Bonus Plan. 


REFUGE 


ASSURANCE COMPANY 


Bank Officials can be Agents for 







no better Company for they can 
LIMITED . be confident they are recommend- 

ing to their clients an office whose 
Chief Office: 






strength is supreme and whose 
bonus prospects are second to 
none. 






Oxford Street, Manchester. 






WRITE FOR PROSPECTUS 







Annual Income Exceeds £11,000,000 BD 13 TO 
Assets Exceed - - £49,000,000 | | The STANDARD LIFE 
~ ~ASSURANCE COMPANY- 





LONDON 
46 QUEEN VICTORIA ST.eca 
5 we 










OVBLIN 
59 DAWSON STREET 


Claims Paid Exceed - £66,000,000 





HEADOPFICE- 3 CEORCE STREET 
EDINBURGH 





ist 








354 THE BANKER 


Offices would eventually be compelled to reduce their 
scales of bonus to policy-holders. At the moment it 
cannot be said that there is any sign of that prediction 
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always been the professed aim of directors to declare 
only such bonuses as they could reasonably hope to 
maintain in the future. Any reduction in bonus rates 
would naturally be calculated to weaken the confidence 
of policy-holders who in the past have been allured, to a 
certain extent, by the prospect of handsome profit- 
additions to their policies. 

A prominent feature of the past year has been the 
insistent way in which the Life Offices have endeavoured 
to make Life Assurance more popular by offering new 
forms of contracts at cheaper rates of premium. Some of 
these contracts relate to ordinary non-participating 
assurances in connection with which all the resultant 
benefits are guaranteed. Offices have vied with each other 
in reducing their rates further for whole-life assurances 
without profits, and the competition in this direction led 
the President of the Institute of Actuaries to utter a 
warning in his presidential address last October, that if 
the competitive tendency to force rates down were not 
checked, it might lead to business being transacted on 
unremunerative terms. It is certain that the public can 
now avail itself of this protective type of Life Assurance 
on exceptionally favourable terms, and it would not be 
surprising to find that a greater demand for it has in no 
small measure been responsible for the expansion in new 
life assurance business during the year. 

Another conspicuous development was the introduc- 
tion by some of the larger offices of a new system of life 
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assurance, in which, at comparatively small cost, provision 
is made for the payment of a substantial addition to the 
sum assured in the event of the assured’s death within 
twenty years from the inception of the policy. Conditions 
of the different policies offered by each company are 
slightly variable, but the main feature is the provision of 
an annual income of from 15 to 20 per cent. of the amount 
assured, the effect being to provide the policy-holder’s 
dependants with the income which would be yielded by 
the capital sum when invested. The additional cover is 
forthcoming at a time when the need for it is reckoned to 
be the greatest. ‘‘ Safeguard,” “‘ Family Income,” 
‘ Family Maintenance ”’ are appropriate titles for policies 
of this kind, which should undoubtedly become very 
popular, for they tend to enhance the attractiveness of 
life assurance. 

It is abundantly clear that the Life Offices are doing 
their utmost to take advantage of the ever-expanding 
scope for Life Assurance business. One example of this 
is afforded by the facilities which the various companies 
are now offering for the purpose of enabling industrial 
and manufacturing firms to avail themselves and their 
employees of the benefits of Group Life Assurance and 
Pension Fund Schemes on a jointly contributory basis. 
Already a large number of undertakings have adopted 
these schemes, and in this direction an opportunity for 
extended enterprise is opened up for Life Assurance 
companies. 

No matter whether trade is good, bad, or indifferent, 
the need of life assurance is always urgent, and the public 
requires constant education on the subject. I have long 
since advocated the institution of a system of what is 
commonly known as Collective Advertising, in which all 
the companies would join together in the publication of 
propagandist newspaper articles of an educative type. 
As supplementary to the efforts of their trained staffs, I 
feel confident that the results achieved in inducing the 
public to embark more liberally in Life Assurance would 
amply justify the cost of such an enterprise. 
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Some New Lloyds Bank Branches 
By Professor C. H. Reilly 


N the course of these articles I have often regretted 
[inet in the design of their bank buildings so few 

architects, if any, seem to be conscious of the move- 
ment for greater functional expression and less picturesque 
make-believe which is affecting nearly all contemporary 
design on the Continent, and is beginning to invade even 
our tight little island. It is natural, and even in a sense 
right, that the first experiments in this country in the 
new and more direct manner of design should be made 
in other types of building. Somehow one expects a bank 
building to be conservative in its expression and to 
show respect for tradition, though historically it is rather 
interesting to note that the very first permanent formal 
buildings of any size consciously to throw over the 
tyranny of past styles were some banks by the late 
Mr. Louis Sullivan, of Chicago, built in the nineties of 
last century. 

We can commence this month, however, with a new 
Lloyds bank which certainly on its exterior pays little 
respect to tradition unless it be to the tradition of the 
exhibition stand. It is the new Teddington Branch by 
Mr. Randolph Wells. Here it is inside and out. 
Externally, it must be a very striking object in the street, 
and if the advertisement of a sudden break with its 
surroundings is thought to be good, this bank obviously 
provides it. Apart from its strangeness, however, 
there is nothing vulgar, let me hasten to add, about 
this front. On the other hand, there is nothing functional 
or ‘‘ modernist ’’ in the sense of belonging to the 
‘““ modernist ’”» movement. The curved plain front wall 
is a mere screen hiding a great plaster vault behind it, 
which it fails to express. The vault itself is an excellent 
piece of plaster make-believe put up for fun like the 
richest plaster ceiling. That is the old way of designing, 
not the modern machine-like motor-car way. I mention 
all this because I neither want to prejudice the first 
functional modernist bank design when it does come 
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nor in any sense to condemn this particular design. 
It has great interest in itself, though externally it is 
obviously a bad neighbour giving a cold shoulder to the 





A. Randall Wells 


Architect 


BRANCH AT TEDDINGTON, LLOYDS BANK, LIMITED 


buildings on either side. I feel, however, that if one 
uses the beautiful curved shapes of the Roman and 
Renaissance architects it is a little crude to use them 
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withowt any of the articulation with which those archi- 
tects emphasized their form. The domical porch, for 
instance, if it had been clothed with some delicate detail 
to mark its shape, instead of being left quite bald, would 


| 
1 ychitect| A. Randall Wells 
AN INTERIOR VIEW OF THE TEDDINGTON BRANCH, 
LLOYDS BANK, LIMITED 


have contrasted better with the plain wall behind it and 
would have raised the whole design I suggest to a higher 
note. Greater value would have been obtained from ‘this 
fine curved wall by the rich little porch it embraced. 
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As it is, this porch instead of nestling within the curve 
of the main wall seems to be tied to it with some difficulty. 
There is, indeed, a certain crudity about the porch which 
seems out of character with the gentle curve of the main 
wall as well as with the two small simply arched windows 
and even with the door itself. I think the architect 
must have felt this and has introduced the hard block 
lettering above in an attempt to set right the balance. 
Both the porch and this lettering, however, seem to me 
experiments which have not quite succeeded. 

The interior is a very different matter. <A big plain 
plaster vault or semi-dome always looks well and if 
lofty enough, as this is, reduces ordinary furniture to 
its proper level. One sees that very clearly in the plain 

vaulted rooms of early Italian palaces. This particular 
interior, relying for its effect on the fine shape of its 
vault, appears to me from the photograph as if it would 
be far more effective as an apartment, as well as far 
pleasanter to work in, than the usual much more expensive 
and more ornate room enriched with stock detail. If 
Mr. Wells had only carried the simplicity of this interior 
to his exterior without the touches of crudeness already 
noticed this bank would be a very notable achievement. 
At any rate, Lloyds, who in other architectural ways 
have shown themselves the most progressive of the big 
banks, are to be congratulated on the spirit of adventure 
they permit to their architects. 

The Notting Hill Gate branch is by Mr. Edward 
Maufe, who has built a great number of banks and who 
usually works, as here, in a free version of the late Georgian 
tradition. In this case he is freer than usual, and the 
upper part of his corniceless building with its large 
Venetian window is very effective. It stands out strongly 
yet with becoming simplicity among the muddle of shop 
buildings on either side. The use of the name “ Lloyds 
Bank ” in big letters, with the crest of the horse in between 
the words and placed as a band across the top of the 
facade, is effective without being vulgar for the letters 
are well drawn and the crest helps to soften them. They 
can be contrasted favourably with the words used in the 
same way in the previous example. One may venture 
to hope, however, that this use of their name written 
boldly across the facade is not a new and settled policy 
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of the bank. It savours a little too much of the manners 
of the multiple chemists or tailors’ shops. The bank’s 
name must, of course, be prominent and one welcomes 
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A ychitect Edward Maufe 


BRANCH AT NOTTING HILL GATE, LLOYDS BANK, LIMITED 


the renewed use by Lloyds and the other big banks of 
their crests both on the flat and as hanging signs, but 
big gilt letters stretched across a building suggest, to 
my thinking, too much the competitive shouting of the 
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retail tradesman for the dignity of a bank. The lower 
part of this facade does not seem to me quite so happy. 
The stonework appears too heavy and almost to swamp 
the window above, which appears to be sinking into it. 
The actual door broadly panelled is effective, as are the 
two iron grilles, reminiscent of Sweden, to the small 
windows on either side. 

The branch at Neath, in Glamorganshire, by Mr. 
Millwood Wilson, is a charming composition in stone with 





T. Millwood Wilson 


Architect t 
BRANCH AT NEATH, GLAMORGANSHIRE, LLOYDS BANK, LIMITED 


a hipped slate roof. While not being so original in 
conception as either of the two previous banks it is, 
nevertheless, full of charm—of rather French charm in 
fact, reminding one of the pavilions of the Musée Carnalet 
in Paris—and must make a delightful feature in the 
street of a small country town. The only criticism one 
can possibly offer is that the cornice to the order seems 
a little too powerful and thereby to cut off too severely 
the upper storey. Another result of the strong emphasis 
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of this Doric order is that the hood to the central door 
looks in contrast a little thin and out of scale. But 
the whole thing as a pavilion standing practically by 
itself—one side it will be seen is open, so that the need 
of maintaining the cliff front of a continuous street was 
not imperative—is delightful and must be a great addition 
to the architecture of any South Wales town. 

The Hunstanton branch by Messrs. Cautley & Barefoot, 
of Ipswich, is a bank of about the same size as the previous 
one and with buildings on one side only, but with a street 
instead of an open space on the other and with the 





Architects Cautley and Bare/oot 


BRANCH AT HUNSTANTON, LLOYDS BANK, LIMITED 


consequent call for the inevitable but always difficult 
and generally unsatisfactory canted corner entrance. 
This fact, however, does not in my opinion altogether 
excuse the clumsiness of the low portion of the building 
in which this entrance is placed. Here we have, as in 
the last example, an order and a subsidiary cornice with 
the main building rising above it, but if in the Neath 
example this cornice tended to cut the building in two 
and, thereby, to slight the upper portion, here all this 
substructure might be another building altogether, rudely 
standing in front of the main one with whose architecture 
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indeed, except that the same brick is used in both, it 
seems to have no connection. The standard of the recent 
Lloyds banks everywhere has been very high, but this 
branch falls below it. 

The last, the small branch at Orpington, is a very 
different matter. It is by Mr. Edwin Williams, one of 
the Rome Scholars in Architecture to each of whom 
Lloyds have nobly, but very wisely in the event, given 
on their return to this country a commission for a bank, 





1ychitect E. Williams 


BRANCH AT ORPINGTON, LLOYDS BANK, LIMITED 


thereby exercising a patronage which in any other 
country but our own would have been the privilege and 
duty of the central government. This Orpington bank 
is a small one storey one in a suburban district, and 
therefore presents one of the most difficult problems an 
architect could be given. The difficulty lies of course in 
giving dignity to a little building of the size and height 
of a bungalow and situated like it might be on an open 
semi-rural site, and yet not to overload it with detail and 
to turn it thereby into a pompous little upstart. In this 
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problem Mr. Williams seems to me to have succeeded 
admirably. His bank is solid and simple with a con- 
siderable feeling for modern directness of expression, 
but with great dignity given to it largely through the 
admirable use the architect has made ‘of the suburban 
front garden with which his plot provided him. It will 
be seen he has paved this in a bold pattern and has lined 
it with steps and low surrounding walls, thereby turning 
it into an admirable atrium or court. This at once 
isolates the little bank building and gives to it a very 
distinctive character. The building and the court too 
are welded together in a delightful way by means of the 
moulded plinth Mr. Williams has given to the former. 

For the rest the detail of the door is refined yet ex- 
pressive, and the long unusual lines of the windows 
echo and emphasize the shape of the main mass in a very 
effective manner. Till Mr. Williams won the Rome Scholar- 
ship he was a student under me in the Liverpool School of 
Architecture. This is the first independent building of 
his I have seen. I cannot resist mentioning the pleasure 
it gives me to see how well he has here succeeded. I hope 
the directors of the bank will take note of it. 


LIST OF CONTRACTORS EMPLOYED ON LLOYDS BANK NEW BRANCHES. 


Teddington, 
BUILDER Waldon & Co., Ltd 
Fir1incs—W ylie & Lochhead, Ltd, 
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requires a thorough survey of the whole field of accounting 
operations. With very wide experience behind it, the 
Burroughs organisation is qualified to co-operate in this 
necessary preliminary work, and is prepared to do so with- 
out obligation of any kind. 


EQUIPMENT 

Each stage in the accounting routine presents its own 
particular problems. With over 100 different styles from 
which to select, Burroughs can advise as to the most efficient 
method for each operation. When the volume of each class 
of work is relatively small, a single machine—such as 
Burroughs Typewriter Accounting Machine—can be used 
for all Accounting records. 


APPLICATION 


Careful planning beforehand is essential to ensure that the 
scope of mechanisation will cover every phase of the work. 


Every form of Bank Accounting record is now being 
produced more quickly, accurately and economically with 
one or other of the numerous Burroughs styles. 


INSTALLATION 

Fully trained, competent operators, and smooth, rapid change 
over from pen-and-ink methods are essential. Burroughs 
can give complete co-operation in each respect. The sim- 
plicity of the machines, the experience of the Burroughs 
organisation, and the extent of the Burroughs staff, both for 
installations and the training of operators, will ensure im- 
mediate success. 


OPERATION 

Prompt and reliable mechanical service must be available— 
no matter where the installation is located. Burroughs offers 
the most complete org-risa‘ion of its kind in the country. 


Bur Yr oughs Write or telephone the Burroughs Bank Department for 


full Information or a discussion—without obligation. 
BURROUGHS ADDING MACHINE LIMITED 


Chesham House, 136, Regent St., London, W.I. 


Telephone: Regent 706. 
Private Branch Exchange. 
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